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Minutes of the Regular Meeting of the Power Authority of the State of New Y ork held via videoconference
at the following participating locations at approximately 8:40 a.m.

1) New York Power Authority, 123 Main Street, White Plains, NY
2) New York Power Authority, 95 Perry Street, Buffalo, NY

Member s of the Board present were:

John R. Koelmel, Chairman

Joanne M. Mahoney, Vice Chair

Eugene L. Nicandri, Trustee

Terry Flynn, Trustee — via videoconference

Trustee Jonathan Foster — Excused
Trustee Anne Kress — Excused

Gil Quiniones
Edward Welz
Robert Lurie
Justin Driscoll

Jill Anderson
Joseph Kessler
James Pasquale
Kristine Pizzo
Bradford Van Auken
Rocco lannarelli
Kristen Barbato
Thomas Concadoro
Thomas Davis
Joseph Gryzlo
Michagl Huvane
Joseph Leary
Ethan Riegel haupt
John Suloway
Gerard Vincitore
Karen Delince
Raobert Hopkins
Karina Saslow
Richard Smith
Gregory Jablonsky
John Giumarra
SilviaLouie
Glenn Martinez
Lorna Johnson
Sheila Baughman
Paul Pasguarello
AnnaDevine
Lynne Coviello

President and Chief Executive Officer

Chief Operating Officer

Executive Vice President and Chief Financial Officer
Executive Vice President and General Counsel

Senior Vice President — Public and Regulatory Affairs
Senior Vice President — Power Generation

Senior Vice President — Economic Development & Energy Efficiency
Senior Vice President — Human Resources

Senior Vice President — Operations Support Services & Chief Engineer
Acting Senior Vice President — Enterprise Shared Services
Vice President — Customer Energy Solutions

Vice President and Controller

Vice President — Financial Planning

Vice President and Chief Ethics and Compliance Officer
Vice President — Marketing

Vice President — Community and Government Relations
Vice President — Corporate Communications

Vice President — Project Development and Licensing

Vice President — Finance

Corporate Secretary

Director — Budgets

Director — Compensation and Facility HR Compensation
Business and Project Devel opment Director — Niagara
Manager — Network Services — Infrastructure

Senior Account Executive

Senior Project Manager — Executive Office/Public and Regulatory Affairs
Senior Network Analyst — Infrastructure

Associate Corporate Secretary

Assistant Corporate Secretary

Photography Services Supervisor

Executive Director, Advisory Services— Ernst & Y oung
Senior Manager, Advisory Services— Ernst & Young

Chairman Koelmel presided over the meeting. Corporate Secretary Delince kept the Minutes.
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I ntroduction
Chairman Koelmel welcomed the Trustees and staff members who were present at the meeting. He said
that the meeting had been duly noticed as required by the Open Meetings Law and called the meeting to order

pursuant to the Authority' s Bylaws, Article |11, Section 3.



December 16, 2014

1. Adoption of the December 16, 2014 Proposed M eeting Agenda

Upon motion made and seconded, the meeting Agenda was adopted.

Conflicts of Interest

Trustee Flynn declared conflicts of interest as indicated below and said he would not participate in the
discussions or votes as it relate to those matters:
- Corning Incorporated (Item #2b i);
- LaBella Associates, DPC (Item #2ci) and
- Century Mold Company, Inc.; Diamond Packaging Holdings, LLC; Nicholas H. Noyes
Memorial Hospital Inc.; HSBC USA, Inc.; Wendt Corporation (Item #5A)

The items above were not adopted because the conflictsresulted in a failure to attain the required
number of votes necessary for their approval.

Chairman Koelmel and Trustees Nicandri and Mahoney declared no conflicts.
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2. CONSENT AGENDA:

Upon motion made and seconded, the Consent Agenda was approved.

Chairman Koelmel said since Trustee Flynn filed conflicts of interest with respect to Corning
Incorporated and LaBella Associates, the Consent Agenda was approved with the exclusion of those firms

because the conflictsresulted in a failure to attain the required number of votes necessary for their approval.
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a. GOVERNANCE MATTERS:

i Approval of the Minutes

The Minutes of the Regular Meeting held on October 15, 2014 were unanimously adopted.
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ii. Proposed Schedule of Trustees M eetingsin 2015

The Corporate Secretary submitted the following report:
The following schedule of meetings for the year 2015 is recommended:

MONTH OF TRUSTEES MEETING TRUSTEES MEETING DATE
(All meetings on Tuesday except where noted)

JANUARY January 27, 2015 -WPO

FEBRUARY February 26, 2015 — WPO-Thursday
MARCH March 26, 2015 — ANNUAL -WPO -Thursday
APRIL No M eeting Scheduled

MAY May 19, 2015-WPO

JUNE No M eeting Scheduled

JULY July 30, 2015 — WPO- Thursday
AUGUST No M eeting Scheduled

SEPTEMBER September 29, 2015-WPO
OCTOBER No M eeting Scheduled

NOVEMBER No M eeting Scheduled

DECEMBER December 17, 2015 — WPO- Thur sday

RECOMMENDATION

The President and Chief Executive Officer and | support the proposed schedule for the Authority’s
Trustees' Meetings for the year 2015, as set forth in the foregoing report.

I recommend the approval of the proposed schedule by adoption of the resolution below.”
The following resolution, as submitted by the Corporate Secretary, was unanimously adopted.
RESOLVED, That the schedule of Trustees M eetings

for theyear 2015, as set forth in the foregoing report of the
Corporate Secretary, be, and hereby is, approved.
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b. POWERALLOCATIONS

i Contractsfor the Sale of Western New York
Hydropower and Preservation Power —
Transmittal to the Gover nor

The President and Chief Executive Officer submitted the following report:
SUMMARY

The Trustees are requested to: (1) approve proposed final contracts for the sale of Replacement Power
(‘RP’) to Innomotive Solutions Group, LLC and Royal Plastix USA, LLC, (2) approve the proposed final contract
for the sale of Expansion Power (‘EP’) to Blackrock, Inc., and (3) approve the proposed final contract for the sale of
Preservation Power to Corning, Inc.; the business of each described in Exhibit ‘2b i-A’ and (4) authorize transmittal
of the proposed final contracts to the Governor for his review and request authorization for the Authority to execute
the contracts pursuant to Public Authorities Law (‘PAL’) 81009. The proposed final contracts are attached as
Exhibits‘2bi-B-1' —‘2bi-B-4.’

BACKGROUND

Under PAL §1005(13), the Authority may allocate and sell directly or by sale for resale, 250 megawatts
(‘MW") of EP and 445 MW of RP to businesses located within 30 miles of the Niagara Power Project, provided that
the amount of EP allocated to businesses in Chautauqua County on January 1, 1987 shall continue to be allocated in
such county.

Under PAL 81005(13), the Authority may allocate and sell directly or by sale for resale, 490 megawatts
(‘MW") of Preservation Power (‘PP’) to businesses located in Jefferson, Franklin and St. Lawrence Counties.

At their meeting on July 29, 2014, the Trustees awarded allocations of 100 kilowatts (‘kW’) of RP to
Innomotive Solutions Group, LLC, 600 kW of RP to Royal Plastix USA, LLC, and 2,100 kW of PP to Corning, Inc.,
as described in Exhibit ‘2bi-A.’

At their meeting on July 31, 2012, the Trustees awarded an allocation of 2,000 kW of EP to Blackrock, Inc.
as described in Exhibit ‘2bi-A.’

The Trustees al so authorized public hearings, pursuant to 81009 of the PAL, on the proposed Agreements
to effectuate the sale of power and energy for the all ocations to these companies.

The contracts before the Board would provide for the sale of these allocations to Innomotive Solutions
Group LLC, Royal Plastix USA LLC, Blackrock, Inc. and Corning, Inc. The sale of these allocations would be
made under a direct sale arrangement. Transmission and delivery service would be provided by the companies
local utility in accordance with the utility’s Public Service Commission-filed delivery servicetariff. The following
isasummary of some pertinent provisions of the contract:

e The contracts would provide for the direct billing of al production charges (i.e. demand and
energy) aswell asall New Y ork Independent System Operator, Inc. (‘NYISO’) charges, plus taxes
or any other required assessments, as set forth in the Trustee approved Service Tariff WNY-1 (‘ST
WNY-1") and the Service Tariff-10 (‘ST-10').

e The contract includes the company’s agreed-upon commitments with respect to employment,
power utilization and capital investment. The Authority would retain the right to reduce or
terminate the allocation if employment, power utilization, or capital investment commitments are
not met.
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e The contract provides for the sale of additional allocations of EP and/or RP to the customer in
appropriate circumstances under the contract by incorporating new allocations into Schedule A of
the contract. The Trustees approved this convention in the 2010 long-term extension contract,
which simplifies contract administration.

e Toaccommodate non-payment risk that could result from the direct billing arrangement with the
Authority, the contract form includes commercially reasonable provisions concerning, among
other things, the ability to require depositsin the event of a customer’s failure to make payment
for any two monthly bills. Thisis consistent with recent Authority contracts that incorporate
direct billing, including the Authority’s Recharge New Y ork sales contracts.

e The contract requires that the company perform an energy efficiency audit at least once within five
years at the facility receiving the low-cost power to help ensure the hydropower is utilized as
effectively as possible.

The Authority has discussed the Contracts with each company and has received each company’s consent to
its respective Contract. Each company has also acknowledged application of the appropriate tariff discussed above
to its allocation.

Asrequired by PAL 81009, when the Authority has reached agreement with its co-party on such a contract,
it isrequired to transmit the proposed contract to the Governor and other elected officials and hold a public hearing
on the proposed contract. At least 30-days' notice of the hearing must be given by publication once in each week
during such period in each of six selected newspapers. Following the public hearing, the contract may be modified,
if advisable.

Upon approval of the final proposed contract by the Authority, the Authority must ‘report’ the proposed
contract, along with its recommendations and the public hearing record, to the Governor and other elected officials.
Upon approval by the Governor, the Authority may execute the contract.

DISCUSSION

As noted above, the Trustees, at their July 29, 2014 and July 31, 2012 meetings, awarded the
aforementioned all ocations to these companies, and also authorized the Corporate Secretary to schedule a public
hearing on the contracts.

A public hearing for the three WNY contracts was held on October 28, 2014 at the Niagara Power Project’s
Power Vista Visitors' Center in Lewiston, New York. There were no oral statements made at the public hearing and
no written statements were submitted. The official transcript of the public hearing is attached as Exhibit *2b i-C.’

A public hearing on the Corning contract was held on October 23, 2014 at the Frank S. McCullough, Jr.
Hawkins Point Visitors Center at the St. Lawrence/FDR Power Project in Massena. No oral statements were given
at the public hearing. Two written statement were submitted. The official transcript of the public hearing and the
written submittals are attached as Exhibit *2b i-C-1.’

RECOMMENDATION

The Manager — Business Power Allocations and Compliance recommends that the Trustees approve the
proposed final contracts for the sale of Replacement Power to Innomotive Solutions Group, LLC and Royal Plastix
USA, LLC, the proposed final contracts for the sale of Expansion Power to Blackrock, Inc. and the sale of
Preservation Power to Corning, Inc., that are attached as Exhibits ‘2b i-B-1' — ‘2b i-B-4’ and authorize the
transmittal of these contracts to the Governor for his review pursuant to PAL §1009.

For the reasons stated, | recommend the approval of the above-requested action by adoption of the
resolution below.”
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The following resolution, as submitted by the President and Chief Executive Officer, was adopted with the
exception of Corning, Inc. which failed to pass due to the conflict of interest filed by Trustee Flynn.

RESOLVED, That the contractsfor the sale of
Replacement Power to Innomotive Solutions Group, LLC and
Royal Plastix USA, LL C; the contract for the sale of Expansion
Power to Blackrock, Inc.; and the contract for the sale of
Preservation Power to Corning, Inc. (“Contracts’) arein the
public interest and in accordance with Public Authorities Law
81009 and should be submitted to the Governor for hisreview
and that copies of the Contracts, along with the record of the
public hearingsthereon, be forwarded to the Speaker of the
Assembly, the Minority Leader of the Assembly, the Chairman
of the Assembly Ways and M eans Committee, the Temporary
President of the Senate, the Minority Leader of the Senate and
the Chairman of the Senate Finance Committee; and be it
further

RESOLVED, That the Chairman and the Corporate
Secretary be authorized and directed to execute such Contracts
in the name of and on behalf of the Authority if the Contracts
are approved by the Governor; and beit further

RESOLVED, That the Senior Vice President —
Economic Development and Ener gy Efficiency, or his designee,
be, and hereby is, authorized, subject to the approval of the
form ther eof by the Executive Vice President and General
Counsel, to negotiate and execute any and all documents
necessary or desirableto implement the Contractswith the
business as set forth in the foregoing report of the President
and Chief Executive Officer; and beit further

RESOLVED, That the Chairman, the Vice Chair, the
President and Chief Executive Officer, the Chief Operating
Officer and all other officers of the Authority are, and each of
them hereby is, authorized on behalf of the Authority to do any
and all things, take any and all actions and execute and deliver
any and all agreements, certificates and other documentsto
effectuate the foregoing resolution, subject to the approval of
the form ther eof by the Executive Vice President and General
Counsdl.
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ii. Firm Market Power Service Tariff Amendment —
Notice of Adoption

The President and Chief Executive Officer submitted the following report:
“SUMMARY

The Trustees are requested to take final action to approve the amendment of the Authority’s Schedule
of Ratesfor Sale of Firm Market Power, Service Tariff No. 1C (‘ST 1C’), applicable to three market power
customers. The proposed ST 1C is attached as Exhibit ‘2b ii-A."” The revised tariff would become effective
with the January 2015 hilling period.

BACKGROUND

At their July 29, 2014 meeting, the Trustees directed the publication of a Notice of Proposed
Rulemaking (‘NOPR’) in the New York State Register (‘ State Register’), indicating that the Authority proposed
to amend its Schedule of Rates for Sale of Firm Market Power, Service Tariff No. 1C (‘ST 1C’). The Sate
Register notice was published on August 13, 2014 in accordance with the State Administrative Procedure Act
(‘SAPA"). Through the formal SAPA notice, members of the public were afforded the opportunity to submit
written comments during the 45-day comment period in response to the Authority’ s proposed amendments.
The public comment period closed on September 29, 2014.

As explained in the July 29th memorandum to the Trustees, the Authority proposed these tariff
changes in order to modify the Market Energy Charge methodology to reflect a pass through of actual charges
incurred by the Authority inits New Y ork Independent System Operator, Inc. (‘NYI1SO’) hourly market energy
purchases on the customers' behalf, thereby ensuring there is neither an Authority over or under collection. As
staff explained, this proposal would remove the application of the monthly average of the NY SO Day-Ahead
Market and Real-Time Market energy rates, which is not the most accurate representation of the costsincurred
by NY PA in making market energy purchases on behalf of customers.

DISCUSSION

Timely written comments submitted by Air Products and Chemicals, Inc. (‘ Air Products’), one of the
Authority’s customers served under ST 1C, are attached as Exhibit ‘2bii-B.” No other party filed comments.
A summary of these comments, plus Authority staff’s analysis and recommendations, are set forth below.
Revisions consistent with such recommendations are incorporated in ST 1C for which approval is requested
today.

Issue 1: NY PA Price Hedging

Air Products (at p. 2) raised a number of concerns regarding NY PA’s potential use of price hedging
(or financia hedging) under ST 1C. Air Products first commented that the tariff should explicitly state that
NY PA would engage in price hedging only if requested by customers. Air Products further requested that
NY PA include a definition of price hedging, and that NY PA incorporate additional processes, including the
ability for customers to comment on, and veto, any NY PA-proposed price hedges.

Staff Analysis:

Staff notes that its tariff proposal did not purport to change the manner in which price hedging, if any,
would be performed. NY PA currently has full discretion to engage in price hedges under ST 1C, and the
language on recovering the costs of price hedges was left unchanged. NY PA would apply its reasonable
business judgment when pursuing price hedges, which is the same scrutiny NY PA applies when engaging in
price hedges for other customer segments. To date, however, NY PA has not entered into any price hedges for
the ST 1C customer group and has no plansto do so. Staff also notes that the total contract demand for the ST
1C load is 95 megawatts (‘ MW'), of which only about 18 MW is allocated to customers whose load is settled

10
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on the upstate NY SO0 load bus affecting Air Products.” Thissizeload isrelatively small from NYPA’s
perspective, and staff’s decision so far not to enter into a price hedging program reflects the reasonable
assumption that the customer base served under ST 1C is not expected to grow.

Because NY PA does not plan on performing price hedges for these customers and due to Air
Products’ concerns about any hedging costs being imposed, price hedging is an unnecessary component under
ST 1C. Therefore, staff recommends removing all references to price or financial hedging from ST 1C."
Removing these provisions, which will assuage Air Products’ concerns, also inflicts no prejudice on any tariff
customer. Similarly, staff recommends the deletion of (1) referencesto ‘long-term’ transactions or power
purchase agreement transactions to serve the load of the ST 1C customers in proposed Section I11.A.C of the
tariff and (2) the reference to ‘financial products’ in Section 111.B.3 which covers charges related to NYPA's
market transactions. Such references are unnecessary as the Market Energy Charge will be based exclusively
on procurements made in the NY1SO energy markets.

Issue 2: Market Charge

Air Products commented (at p. 2) that ST 1C needsto clearly state that the Market Energy Charge will
be based on the actual costsincurred by NY PA for the Billing Period ‘ based on each customer’s hourly load
schedule and that customer’s actual hourly load (as reported by the NY1SO).” Further, Air Products requested a
specific formula for the Market Energy Charge be included, ‘similar to the one in the current ST 1C tariff (but
modified for the hourly concept).’

Staff Analysis:

The proposed amendments to ST 1C state that the Market Energy Charge will be based on the actual
costsincurred by the Authority in each Billing Period based on the Authority’s purchases made in the NY1SO
Day-Ahead Market or Real Time Market which, for reasons previously explained, staff believesis an
improvement over the existing formula employing monthly average energy prices. The pass-through of such
NY IS0 energy charges does not lend itself to establishing a * specific formula’ as requested by the commenter.
In addition, NY PA declines to adopt the suggestion that it base its charges on hourly load schedules of the
customers. NY PA does not provide hourly billing for any customer segment. Instead, actual metered monthly
usage will be used to determine each customer’s portion of the Market Energy Charges for the month, which is
how NY PA’s staff currently assesses Market Energy Charges to tariff customers.

Issue 3. Customer Hourly L oad Scheduling

Air Products commented (at p. 2) that the tariff is silent on the need for customers to provide hourly
load schedulesto NY PA. Further, Air Products requested that staff revise the tariff to include language
regarding schedules — specifically, ‘ customers are encouraged to submit day-ahead hourly load schedules, the
forecast period for the hourly load schedules, that NY PA can accept daily schedules, and how the customer’s
hourly loads are scheduled if they fail to provide NY PA with their own forecasted hourly load schedule.’

Staff Analysis:

Air Products correctly observes that the tariff does not require customersto provide hourly load schedules,
although ST 1C already instructs NY PA and its customers to ‘reasonably cooperate and coordinate’ on the
scheduling for firm power and firm energy in Section IV.A.

" 77 MW of market power sold under ST 1C are allocated to Brookhaven National Laboratory, a customer whose
load settles on a bus located in the Long Island Power Authority service territory.

" By removing references to price or financial hedging from ST 1C, Air Products request to include a definition for
thisterm is rendered moot.

11
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After duly considering the concernsraised by Air Products to improve the accuracy of the scheduling
process, staff concludesthat it is not advisable to require the submission of daily load schedules for each hour.
Such schedules may not always prove accurate, and as Air Productsitself notes (at pp. 1 and 3), thereisa
possibility of cross-subsidization of NY1SO energy charges between customersin such circumstances. Because
requiring the submission of monthly schedules by the hour may unreasonably raise customers’ expectations, staff
does not recommend this as a requirement.

However, asreinforced by the current provisionsin ST 1C, customers are encouraged to voluntarily
provide an hourly load schedule each month to the Authority asthiswill potentially reduce the level of balancing
energy that needs to be purchased in the Real -Time Market, and have the effect of lowering thetotal NYI1SO
chargesthat need to be allocated to customersin their Market Energy Charge. Asthisisonly aninformal
Authority request for hourly schedules, staff does not recommend including thisasa ST 1C requirement.

Issue 4. Customer Billing Information

Air Products commented (at p. 3) that NY PA’s proposal be modified so that the kil owatt-hours associated
with the Market Energy Charge be reported on each bill, rather than have this information made available to
customers upon request.

Staff Analysis:

Authority staff agrees with Air Productsthat it is appropriate for NY PA to report the customers’ kilowatt-
hours associated with the Market Energy Charge on their monthly energy bill and has modified the language in the
tariff to reflect this change. Customers should note that these kil owatt-hours are used for the apportionment of the
charges between customersthat are charged to NY PA at the NY1SO bus level. These kilowatt-hours are not the
billing determinants for the NY1SO energy charges themselves.

Issue 5: Definition of Selected Terms

Air Products requested that the Authority should provide a definition for the term ‘L ocational Based
Margina Pricing,” if it will be used in the final version of ST 1C.

Staff Analysis:

Staff recommends that ST 1C refer to the NY1SO tariff definition to meet Air Products' request to define
theterm ‘Locationa Based Margina Price.’ Staff notesthat thisterm isused only in the narrow circumstances set
forthin Section I'V.B. in which an additional charge applies for tariff customers whose usage falls below any
concurrent entitlement to NY PA firm hydro power.

Issue 6: Splitting Energy Charges for a Common Bus

Air Products expressed its concerns (at pp. 3-4) on how the NY SO ancillary services and energy charges
will be split between customersthat share acommon load bus, which happens to be the case for Air Products and
another ST 1C customer. Air Products requested that the Authority adopt a manual billing process for the market
power customers served under ST 1C in order to ‘minimize any potential cross-subsidization’ for the NY SO
energy charges. Additionally, Air Products suggested that the Authority allocate the NY SO ancillary service
charges and any residual between NY1SO’s energy charges for the common bus, using the Authority’s current load
share ratio approach and the utility’s metered hourly usage.

Finally, Air Products commented that it would be willing to consider paying a small, ‘ reasonabl €
monthly fee associated with the af orementioned manual billing process used to separate the energy portion of the
NY SO charges shared by those customers behind a common NY 1SO load bus. Air Products notes that it would
find this solution attractive only if it could agree that NY PA’s monthly feeis, in fact, ‘ reasonable.’

12
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Staff Analysis:

Aswas stated in the Staff Analysisin response to Issue 2 concerning the derivation of the Market Energy
Charge, the NY1SO energy costsincurred by the Authority on the customers’ behalf will be alocated based on
each customer’ s actual metered monthly usage. If customers share acommon NY SO bus, each customer’s
portion of the Market Energy Charge will be based on their portion of the actual metered monthly energy usage for
theentire NY1SO bus. As previoudy indicated, the Authority does not perform a manual hourly billing process for
any set of its customers, and it is unreasonabl e to adopt the customer’ s requested process. NY PA staff also rejects
as unreasonable, the suggestion that it develop a monthly fee subject to Air Products' approval designed to cover
NY PA’s costs of performing the manual hilling process proposed by Air Products. Staff believesthiswould be a
time-consuming and impractical endeavor that would unreasonably delay this matter, when aviable billing
solution is ready to be implemented.

Staff notesthat it arrived at its proposed solution for recovering NY SO energy costsin response to
customer concerns to achieve greater billing accuracy, and believes this reform will be accomplished through the
elimination of the flawed monthly averaging of energy pricesinstead of passing through to customers the actual
NY SO energy costsincurred by the Authority. Accordingly, staff does not recommend the adoption of Air
Products’ request to perform manual monthly billing.

With respect to NY SO ancillary service chargesincurred by the Authority, these will be allocated to the
Firm Market Power customersin the same manner asthe Market Energy Charge, i.e. based on each customer’s
actual metered monthly usage. Thisisin accordance with the load-ratio share approach advocated by Air Products
and is already in effect.

Miscellaneous Changes

In addition to the tariff changes discussed above, certain miscellaneous and clerical changes were also
included to improve the clarity and the readability of the tariff which do not concern the substantive tariff matters
addressed in this proceeding.

FISCAL INFORMATION

Adoption of the proposed amendmentsto ST 1C will avoid any under or over collection of charges from
the customer. Thus, the tariff amendments are net neutral in their fiscal impact to the Authority.

RECOMMENDATION

The Manager — Pricing and Energy Market Analysis recommends that the attached amended Firm Market
Power tariff, applicable to the three Firm Market Power customers, be approved and that the Trustees authorize the
Corporate Secretary to file a Notice of Adoption for publication in the Sate Register, in accordance with the State
Administrative Procedure Act. It isrequested that this tariff become effective with the January 2015 billing
period.

It is also recommended that the Senior Vice President — Economic Devel opment and Energy Efficiency,
or his designee, be authorized to issue written notice of adoption and the revised tariff leaves, as necessary, to the
customers.

For the reasons stated above, | recommend the approval of the above-requested action by adoption of the
resolution below.”

13
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The following resolution, as submitted by the President and Chief Executive Officer, was unanimously
adopted.

RESOLVED, That the Senior Vice President —
Economic Development and Ener gy Efficiency or his designee
be, and hereby is, authorized to issue written notice of this
final action by the Trusteesto the affected Customers as
recommended in the foregoing report of the President and
Chief Executive Officer; and beit further

RESOLVED, That the Cor por ate Secretary of the
Authority be, and herby is, directed to file such other notice as
may berequired with the New York Department of State for
publication in the New York State Register, and beit further

RESOL VED, That the Chairman, the Vice Chair, the
President and Chief Executive Officer, the Chief Operating
Officer and all other officersof the Authority are, and each of
them hereby is, authorized on behalf of the Authority to do
any and all things, take any and all actions and execute and
deliver any and all certificates, agreementsand other
documents to effectuate the foregoing resolution, subject to
the approval of the form thereof by the Executive Vice
President and General Counsdl.

14
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iii. Amendment to Standby Rate Provisionsof NYPA’s
Governmental Customer Service Tariffs— Notice of Adoption

The President and Chief Executive Officer submitted the following report:
“SUMMARY

The Trustees are requested to take final action to approve proposed changes to the current standby
production rate provisions of the Authority’s Service Tariff No. 100 applicable to New York City (‘NYC')
Governmental Customers™ and Service Tariff No. 200 applicable to Westchester Governmental Customers®
(collectively, ‘ Service Tariffs'). The proposed changes are contained within ‘Rider A — Standby Rate’ of each
Service Tariff and are attached as Exhibit ‘2b iii-A.’

This update to the standby provisions of the Service Tariffs represents an improvement over the existing
standby production services currently offered because it provides clarity to the billing structure for customers with
on-site generation supplying multiple accounts, and further encourages the adoption of on-site generation (also
known as Distributed Generation or ‘DG’) by customers.

BACKGROUND

At their July 29, 2014 meeting, the Trustees directed the Corporate Secretary to file a notice of
proposed rulemaking (‘NOPR’) in the New York State Register (‘ State Register’) to amend the currently
effective standby rate provisions applicable to customers serviced under the Service Tariffs. The State
Register notice was published on August 13, 2014 in accordance with the State Administrative Procedure Act
(‘SAPA’). The 45-day public comment period closed on September 27, 2014.

As explained in the July 29th memorandum to the Trustees, the Authority proposed these tariff
amendmentsin order to:

e Reduce overall standby service costs due to a three-part demand charge contained in the
original rate design by the means of elimination of the Supplemental Demand charge and
adoption of alower, 3% forced outage rate in development of Production Contract Standby
Demand charge;

e Accommodate customers with multiple accounts connected to one Distributed Generation
facility.

DISCUSSION

No public comments were filed in response to the NOPR. Based on the lack of any negative responses, and
due to NYPA staff’ s previous, informal outreach with customers leading up to this NOPR, staff recommends the
adoption of the proposed amendments to the Service Tariffs.

In addition to changes initially proposed at the July 29th meeting, the Authority recommends some
minor ministerial changes to the Rider A — Standby Rate provisions of the Service Tariffs to improve their
organization. Such changes are non-substantive in nature and do not constitute any changes to the original
proposal in this SAPA proceeding.

* The NYC Governmental Customers consist of the City of New York (‘NYC' or ‘City’), the Metropolitan
Transportation Authority (‘MTA’), the New Y ork City Housing Authority, the Port Authority of New Y ork and
New Jersey, the State of New Y ork Office of General Services and six smaller governmental entitieslocated in New
York City.

$ The Westchester Governmental Customers consist of the County of Westchester plus 103 cities, towns, villages,
school districts, fire districts and other local government agencies located in the County of Westchester.
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The Trustees' approval being sought today would make these revised standby production rate
provisions effective for the December 2014 billing period, which coincides with the commencement of
operations of the Rikers Island Cogeneration Plant, a 15 MW DG facility constructed and financed by NY PA
for the NY C Department of Corrections.”” Additional DG facilities are expected to be developed in the future
by the City and the other NY C Governmental Customers, each of which would be able to avail themselves of
NY PA’s modified standby production service.

Implementation of billing consistent with the revised standby tariff provisions for the December 2014
billing period is contingent upon NY PA receiving appropriate metering data from Consolidated Edison
Company of New Y ork, Inc. (‘Con Edison’), the local transmission provider for NY PA’s governmental
customers. To the extent thistransfer of datais delayed, NY PA will work expeditiously with Con Edison on
the data issues so that the standby production charges incurred in the December 2014 billing period can be
included in the first practicable billing period thereafter.

FISCAL INFORMATION

The adoption of the proposed Standby tariff rider amendments is revenue neutral to the Authority. Any
reduction in standby service revenues occasioned by these revisions will be recovered through standard production
rates and established rate adjustment mechanisms applicable to all of NYPA’s Governmental Customersin New
York City and Westchester County.

RECOMMENDATION

The Vice President — Marketing Analysis and Administration and the Manager — Pricing and Energy
Market Analysis recommend that the Trustees authorize the Corporate Secretary to file a Notice of Adoption for
publication in the State Register for the purpose of amending the Authority’s Service Tariff No. 100 and Service
Tariff No. 200, as provided for herein and in Exhibit ‘2b iii-A.’

It is also recommended that the Senior Vice President — Economic Devel opment and Energy Efficiency,
or his designee, be authorized to issue written notice of the Authority’s proposed action to affected customers.

For the reasons stated above, | recommend the approval of the above-requested action by adoption of the
resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was unanimously
adopted.

RESOLVED, That the Cor porate Secretary of the
Authority be, and hereby is, directed to file a Notice of
Adoption for publication in the New York State Register in
accordance with the State Administrative Procedure Act to
amend the Authority’s Standby Rate provisionsof NYPA’s
Governmental Customer Service Tariffs, asset forth in the
foregoing report of the President and Chief Executive Officer;
and beit further

RESOLVED, That the Cor por ate Secretary of the
Authority be, and herby is, directed to file such other notice(s)
as may berequired by statute or regulation concerning the
proposed tariff amendments; and beit further

" Asnoted in the July 29" Memorandum to the Trustees, the Rikers Island facility was expected to commence
operations in October 2014. At the time of this writing, staff understands that commercial operations will commence
December 2014.
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RESOLVED, That the Senior Vice President —
Economic Development and Ener gy Efficiency or his designee
be, and hereby is, authorized to take such other and further
actions as may be necessary to effectuate the foregoing; and
beit further

RESOL VED, That the Chairman, the Vice Chair, the
President and Chief Executive Officer, the Chief Operating
Officer and all other officersof the Authority are, and each of
them hereby is, authorized on behalf of the Authority to do
any and all things and take any and all actions and execute
and deliver any and all certificates, agreementsand other
documents to effectuate the foregoing resolution, subject to
the approval of the form thereof by the Executive Vice
President and General Counsdl.
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iv. Village of Tupper Lake—Increasein Retail Rates—
Notice of Adoption

The President and Chief Executive Officer submitted the following report:
“SUMMARY

The Board of the Village of Tupper Lake (‘Village Board') has requested that the Trustees approve
revisionsto the Village of Tupper Lake's (‘Village') retail rates for each customer service classification during three
consecutive years. These revisions will result in additional total annual revenues of about $225,000, or 5.6%.

BACKGROUND

The Village Board has requested the proposed rate increase primarily to provide additional revenuesto
allow for sufficient working funds and to meet forecasted increases in operation and maintenance expenses and
additional debt payment requirements. The current rates have been in effect since April 2010. Because the Village
isafull requirements customer of the Authority, itsretail rates are subject to Authority oversight in accordance with
sections 1005(5)(g) and 1005(6)(d) of the New Y ork Public Authorities Law.

The Village Board has developed a capital program for its electric system amounting to $1,084,000 in order
to provide reliable service to its customers. Upgrades will be directed primarily to substation distribution equipment
and consumer meters, as well as purchasing a Bucket Truck, a meter reader vehicle and a SCADA system. The
Villageis planning to debt-finance its capital program by issuing a new bond.

Under the new rates, aresidential customer that currently pays about 5.4 cents per kWh will pay about 5.7
cents per kWh after theincrease. A small commercial class customer that currently pays on average 6.2 cents per
kWh will pay 6.5 cents per kWh; alarge commercial customer in service class number 3A rate will increase from an
average of 5.4 cents per kWh to 5.7 cents per kWh; customers under the large commercial service class number 3B
that currently pays on average 6.1 cents per kWh will pay 6.5 cents per kwh and the large commercia * Sunmount’
service class number 4 rate will increase from an average 5.2 cents per kWh to 5.5 cents per kWh.

DISCUSSION

The proposed rate revisions are based on a cost-of-service study requested by the Village and prepared by
Authority staff. A public hearing was held by the Village of Tupper Lake on August 27, 2014. Severa ratepayer
comments were received at the public hearing. The Village Board addressed the inquiries and has requested that the
proposed rates be approved.

Pursuant to the approved procedures, the Senior Vice President — Economic Development and Energy
Efficiency requested that the Corporate Secretary file a notice for publication in the New Y ork State Register of the
Village's proposed revision in its retail rates. Such notice was published on October 1, 2014. No comments
concerning the proposed action have been received by the Authority’ s Corporate Secretary.

An expense and revenue summary, comparisons of present and proposed total annual revenues and their
corresponding rates by service classification are attached as Exhibits‘2biv-A,” ‘2biv-B’ and ‘2biv-C,
respectively.

RECOMMENDATION

The Vice President — Market Analysis and Administration recommends that the attached schedule of rates
for the Village of Tupper Lake be approved as requested by the Board of the Village of Tupper Lake to take effect
beginning with the first full billing period following the date this resolution is adopted.
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It is also recommended that the Trustees authorize the Corporate Secretary to file a notice of adoption with
the Secretary of State for publication in the New Y ork State Register and to file such other notice as may be required
by statute or regulation.

For the reasons stated, | recommend the approval of the above-requested action by adoption of the
resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was unanimously
adopted.

RESOLVED, That the proposed ratesfor electric
service for the Village of Tupper Lake, asrequested by the
Village Board, be approved, to take effect with thefirst full
billing period following this date, asrecommended in the
foregoing report of the President and Chief Executive Officer;
and beit further

RESOLVED, That the Corporate Secretary of the
Authority be, and hereby is, authorized to file a notice of
adoption with the Secretary of Statefor publication in the New
York State Register and to file any other notice required by
statute or regulation; and beit further

RESOLVED, That the Chairman, the Vice Chair, the
President and Chief Executive Officer, the Chief Operating
Officer, and all other officersof the Authority are, and each of
them hereby is, authorized on behalf of the Authority to do any
and all things, take any and all actions and execute and deliver
any and all agreements, certificates and other documentsto
effectuate the foregoing resolution, subject to the approval of
the form ther eof by the Executive Vice President and General
Counsdl.
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v. City of Sherrill —Increasein Retail Rates—
Notice of Adoption

The President and Chief Executive Officer submitted the following report:
“SUMMARY

The Board of the City of Sherrill (‘ City Board’) has requested that Trustees approve revisionsto the City of
Sherrill’s (‘ City") retail rates for each customer service classification. Theserevisions will result in additional total
annual revenues of about $402,029, or 16.3 percent.

BACKGROUND

The City Board has regquested the proposed rate increase primarily to provide additional revenuesto allow
for sufficient working funds, to meet forecasted increases in operation and maintenance expenses and additional
debt payment requirements, and to address revenue loss resulting from a decline in sales. The current rates have
been in effect since February 2008. Because the City is afull requirements customer of the Authority, itsretail rates
are subject to Authority oversight in accordance with sections 1005(5)(g) and 1005(6)(d) of the New Y ork Public
Authorities Law.

The City Board has planned upgrades to the electric system amounting to $242,000 in order to provide
reliable service to its customers. The upgrades will be directed primarily to substation distribution equipment,
distribution line and purchase of a bucket truck. The City is planning to debt-finance its capital program by issuing
anew bond.

Under the new rates, aresidential customer who currently pays about 4.6 cents per kWh on average will
pay about 5.3 cents after theincrease. A small commercial class customer that currently pays an average of 4.6
cents per kWh will pay 5.3 cents, alarge commercial customer that currently pays an average of 4.3 cents per kWh
will pay 5.3 cents per kWh and an industrial customer that currently pays an average of 4.1 cents per kWh will pay
4.6 cents after the increase.

DISCUSSION

The proposed rate revisions are based on a cost-of-service study requested by the City and prepared by
Authority staff. A public hearing was held by the City on August 18, 2014. No ratepayer comments were received
at the public hearing. The City Board has requested that the proposed rates be approved.

Pursuant to the approved procedures, the Senior Vice President — Economic Development and Energy
Efficiency requested that the Corporate Secretary file a notice for publication in the New Y ork State Register of the
City’ s proposed revision in retail rates. Such notice was published on October 1, 2014. No comments concerning
the proposed action have been received by the Authority’ s Corporate Secretary.

An expense and revenue summary, comparisons of present and proposed total annual revenues and their
corresponding rates by service classification are attached as Exhibits‘2b v-A," ‘2b v-B’ and ‘2b v-C,’ respectively.
Rates were designed to encourage conservation by the largest users of power.

RECOMMENDATION

The Vice President — Market Analysis and Administration recommends that the attached schedule of rates
for the City of Sherrill be approved as requested by the Board of the City of Sherrill to take effect beginning with the
first full billing period following the date this resolution is adopted.

It is also recommended that the Trustees authorize the Corporate Secretary to file a notice of adoption with

the Secretary of State for publication in the New Y ork State Register and to file such other notice as may be required
by statute or regulation.
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For the reasons stated, | recommend the approval of the above-requested action by adoption of the
resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was unanimously
adopted.

RESOLVED, That the proposed ratesfor electric
service for the City of Sherrill, asrequested by the City Board,
be approved, to take effect with thefirst full billing period
following this date, as recommended in the foregoing report of
the President and Chief Executive Officer; and beit further

RESOLVED, That the Corporate Secretary of the
Authority be, and hereby is, authorized to file a notice of
adoption with the Secretary of Statefor publication in the New
York State Register and to file any other notice required by
statute or regulation; and beit further

RESOLVED, That the Chairman, the Vice Chair, the
President and Chief Executive Officer, the Chief Operating
Officer and all other officers of the Authority are, and each of
them hereby is, authorized on behalf of the Authority to do any
and all things, take any and all actions and execute and deliver
any and all agreements, certificates and other documentsto
effectuate the foregoing resolution, subject to the approval of
the form ther eof by the Executive Vice President and General
Counsdl.
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vi. Increasein New York City Governmental Customer
Fixed Costs— Notice of Proposed Rulemaking

The President and Chief Executive Officer submitted the following report:
“SUMMARY

The Trustees are requested to authorize a Notice of Proposed Rulemaking (‘NOPR’) to increase the Fixed
Costs component of the production rates by $2.6 million or 1.9%, not including Astoria Energy Il (‘AE 11") plant
expenses to be charged in 2015 to the New Y ork City Governmental Customers (‘ Customers'). AE Il plant
expenses, although part of the Fixed Costs component, are not subject to this NOPR proceeding as recovery of such
costs has been agreed to by contract. The proposal is based on Authority staff’s Preliminary 2015 Cost-of-Service
(‘COS).

In addition, the Trustees are requested to direct the Corporate Secretary to file the NOPR with the New
York State Department of State for publication in the New Y ork State Register in accordance with the requirements
of the State Administrative Procedure Act (‘ SAPA’). Thisyear, the Customers have requested a modification in the
2015 COS process for the Authority to issue updated Fixed Costs component values once they are firmed up. Asa
result, the Authority delayed the reporting of the proposed fixed costs to the Customers until they were firmed up
and isinitiating the SAPA process with this Trustee approval. Upon closure of the 45-day statutory comment period
concerning this proposed rate action, Authority staff will take into consideration concerns that have been raised and
return to the Trustees at their March 2015 meeting, to seek final adoption of this proposal.

BACKGROUND

In 2005, the Authority and the Customers entered into supplemental agreements for the purchase of electric
service through December 31, 2017. These agreements (the 2005 ‘Long-Term Agreements,” or ‘LTAS') replaced
prior agreements entered into during the mid-1990s with these Customers. The LTAs established a new relationship
between the Authority and the Customers that reflects the costs of procuring electricity in the marketplace managed
by the New Y ork Independent System Operator (‘NY1SO’). The LTAs define specific cost categories with respect
to providing electric service and prescribe a collaborative process for acquiring resources, managing risk and
selecting a cost-recovery mechanism.

The LTAs separate all costsinto two distinct categories. Fixed Costs and Variable Costs. Fixed Costs
include Operation and Maintenance (‘O&M’), Shared Services, Capital Cost, Other Expenses (i.e., certain directly
assignable costs) and a credit for investment and other income. Under the LTAS, the Authority must establish Fixed
Costs based on cost-of-service principles and make changes based on afiling in accordance with SAPA
requirements. In addition, the LTAs contemplate that year-to-year changesin Fixed Costs will be reviewed by the
Customers in advance of the filing made under SAPA. This year, the Customers requested to receive an update to
the Fixed Costs proposal closer to the time of NY PA’s development of its 2015 budget. As aresult, Authority staff
provided updated proposed Fixed Costs to the Customersin two steps. Modifications to al the non-O& M costs
were issued by October 23, 2014; and modifications to the O&M fixed costs were issued by November 21, 2014.
The Customers will review the proposed fixed costs and may submit comments on the Fixed Costs, if warranted.

The Authority’s policies and procedures call for a public forum if the Fixed Costs component of the
proposed rate increase exceeds 2.0%. Since the proposed 2015 Fixed Costs component isincreasing by 1.9% as
compared to the Fixed Costsincluded in the Final 2014 COS, in accordance with the Authority’s policies and
procedures, no public forum will be held.

Also, pursuant to the LTAS, the Authority devel ops the Variable Costs on an annual basis. These are costs
the Authority expects to incur to serve the Customersin the upcoming Rate Y ear, specifically for fuel and purchased
power, risk management, NY SO ancillary services and O&M reserve, less a credit for NY1SO revenues from
NY PA generation dedicated to these Customers. The Variable Costs are subject to the Customers’ review and
comment. The cost-recovery mechanisms for the upcoming year’'s Variable Costs are selected by the Customers
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from among the choices set forth in the LTAS. These cost-recovery mechanisms were previously approved by the
Trustees and therefore do not require further approval.

In the rate-setting process for the 2015 Rate Y ear, the Customers selected an ‘ Energy Charge Adjustment
(‘ECA’) with Hedging' option as the cost-recovery mechanism. Under this mechanism, all Variable Costs are
passed on to the Customers. |n other words, the charges for electric service during the Rate Y ear are subject to
adjustment based on the difference between the Variable Costs actually incurred to serve the Customers and the
Variable Costs recovered by the Authority under its tariffsin the Rate Y ear; costs associated with hedging activities
for the purpose of reducing potential volatility are assigned to the Variable Costs.

On July 10, 2008, the Authority and the Customers entered into an agreement (‘ Agreement’) that
implemented Article X1 of the LTAS concerning the acquisition of long-term resources under a request for proposal
(‘RFP’) process. The RFP resulted in NY PA contracting with Astoria Energy |1 LLC for the full product toll of a
500 MW combined-cycle unit over a twenty-year period. The full product toll allows NY PA to capture al energy,
capacity and ancillary services output of the generating unit for the benefit of the Customers. Under the Agreement,
the costsincurred by NY PA are to beincluded as part of the COS based rate, and in order to ensure full recovery of
all costs related to the full product toll, NY PA may use a true-up mechanism to assess charges for under-recovery
and apply credits for over-recovery of costs. The 2015 costs related to the AE |1 service are $139.3 million and have
been included in the Fixed Costs component of the Preliminary 2015 COS but are not subject to this NOPR
proceeding and not part of the proposed 1.9% increase.

DISCUSSION

Based on the Preliminary 2015 COS, the increasesin Fixed Costs are $2.6 million, or 1.9% higher than the
Fixed Costsincluded in the Final 2014 COS. Per Customer request, the SENY direct charges were moved from
Shared Servicesto O&M. As such, the 2014 COS numbers were adjusted with the same modification to provide an
appropriate year-over-year comparison. With this modification, contributors to the Fixed Costs increase are $2.6
million in additional direct site O& M and headquarters O& M (‘ Shared Services') as well as $0.6 millionincreasein
Capital Costs due to higher working capital carrying charges for inventory and oil. Theincreasein O&M largely
stems from projected costs in hon-recurring work needed at the 500 MW Combined-Cycle Unit (‘CCU’) and Small
Hydro Facilities.

Variable Costs are projected to decrease by atotal of $64.8 million, or 12.6% compared to the Final 2014
COS. Based on preliminary analyses, Authority staff projects that the 2015 production rate, combining the Fixed
and Variable Costs, will decrease by about 5.9% compared to the Final 2014 COS.

Under the LTAs, any change in the Fixed Costs component of the Customers' production rates must be
done in accordance with a SAPA proceeding. Following the closure of the 45-day statutory comment period
concerning the proposal, Authority staff will take into consideration the concerns raised and will return to the
Trustees at their meeting in March 2015 to seek final adoption of an appropriate Fixed Costsrate. Subsequent to
such final adoption, staff will incorporate the approved Fixed Costs and the final Variable Costs that are determined
in the rate-setting process with the Customers into new production rates to become effective with the March 2015
billing period.

FISCAL INFORMATION

The adoption of this proposal concerning the increase in Fixed Costs applicable to the Customers under the
LTAswould result in the Authority continuing to recover the appropriate Fixed Costs incurred associated with
serving these Customers.

RECOMMENDATION

The Manager — Pricing and Energy Market Analysis and the Vice President — Financial Planning
recommend that the Trustees authorize the Corporate Secretary to file a Notice of Proposed Rulemaking in the New
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Y ork State Register for the adoption of an increase in the Fixed Costs component of the production rates
(comprising non-AE | costs) by $2.6 million to be charged in 2015 to the New Y ork City Governmental Customers.

It is also recommended that the Senior Vice President — Economic Development and Energy Efficiency, or
his designee, be authorized to issue written notice of the proposed action to the affected Customers under the
provisions of the Authority’s tariffs.

For the reasons stated, | recommend the approval of the above-requested action by adoption of the
resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was unanimously
adopted.

RESOLVED, That the Authority projects an increase
in the Fixed Costs of serving the New York City Governmental
Customer swhen comparing those costs contained in current
ratesto 2015 projected costs, and beit further

RESOLVED, That the Authority has entered into
supplemental Long-Term Agreementswith the New York City
Governmental Customer s and those agreements provide for
the recovery of additional Fixed Coststhrough aratefiling
under the State Administrative Procedure Act; and beit
further

RESOLVED, That the Senior Vice President —
Economic Development and Ener gy Efficiency, or his designee,
be, and hereby is, authorized to issue written notice of this
proposed action by the Trusteesto the affected customers; and
beit further

RESOLVED, That the Corporate Secretary of the
Authority be, and hereby is, directed to file such notices as may
be required with the Secretary of Statefor publication in the
New York State Register; and beit further

RESOLVED, That the Chairman, the Vice Chair, the
President and Chief Executive Officer, the Chief Operating
Officer and all other officers of the Authority are, and each of
them hereby is, authorized on behalf of the Authority to do any
and all things, take any and all actions and execute and deliver
any and all certificates, agreements and other documentsto
effectuate the foregoing resolution, subject to the approval of
the form ther eof by the Executive Vice President and General
Counsdl.
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vii. Increasein Westchester County Gover nmental
Customer Rates— Notice of Proposed Rulemaking

The President and Chief Executive Officer submitted the following report:
“SUMMARY

The Trustees are requested to approve a Notice of Proposed Rulemaking (‘NOPR’) to increase the
production rates by 8.00% as compared to 2014 rates for the Westchester County Governmental Customers
(‘Customers').

In addition, the Trustees are requested to direct the Corporate Secretary to file the NOPR with the New
Y ork State Department of State for publication in the New Y ork State Register in accordance with the requirements
of the State Administrative Procedure Act (‘ SAPA’).

BACKGROUND

The Authority provides electricity to 103 governmental customersin Westchester County, which includes
the County of Westchester, school districts, housing authorities, cities, towns and villages. The County of
Westchester isthe largest single customer, accounting for about one-third of sales.

The basis of providing this service is contained in the Supplemental Electricity Agreements (‘ Agreements’)
with the Customers. The Agreements were approved by the Trustees at their December 19, 2006 meeting, and were
signed by each of the 103 Customers. Among other things, the Agreements permit the Authority to modify the
Customers' rates (for Rate Y ears subsequent to 2007) at any time based on a fully supported pro forma cost-of-
service (‘COS') subject to customer review and comment and compliance with the SAPA process; permit the
Customers to fully terminate service on one year’ s written notice, which, if given, could be effective no earlier than
January 1, 2016; and allow the Authority to apply an Energy Charge Adjustment (‘ECA’) mechanism to the
Customers’ bills each month.

The current 2014 base production rates were adopted by the Trustees at their January 28, 2014 meeting,
when they approved a 12.67% increase over 2013 rates. Although the final 2014 COS projected a 16.38% rate
increase, staff requested to keep the initial 12.67% increase in production rates in order to not exceed NY PA’s initial
SAPA notice. Staff isnow proposing a 2015 rate increase, which islargely due to expected increases in energy
prices for electricity purchased from the NY1SO market to serve these customers over 2014 rates. While total
production costs are expected to increase, the Fixed Costs component is decreasing. Since this proposal calls for no
increase to the Fixed Costs component, in accordance with the Authority’ s policies and procedures, no public forum
will be held.

DISCUSSION

Consistent with the Authority’ s past rate-making practices and with the rate-setting process set forth in the
Agreements, the proposed production rate increase is based on a pro forma COS for next year. The Preliminary
2015 COS for the Westchester Customersis $41.08 million.

The Variable Costs component isincreasing as compared to the Variable Costs embedded in the Final 2014
COS. The primary cost element, energy purchases, is $32.48 million and accounts for 79% of the total production
costs. Even though these Customers receive a pro-rated share of energy from the small hydro generation facilities,
most of their energy requirements are purchased from the market (in New Y ork Independent System Operator Zones
‘G’ (Hudson Valley) and ‘A’ (Western New Y ork)). The projected 2015 prices for these zones are expected to be
higher than those that were projected for 2014 and incorporated into the rates that are currently in effect.

The second largest component, capacity purchases, is $6.36 million and accounts for 15% of total

production costs. The projected 2015 capacity costs are expected to decrease by approximately 11.6% as compared
to the capacity costs that were incorporated into the rates that are currently in effect.
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Based on the Preliminary 2015 COS, Fixed Costs are decreasing by $0.51 million as compared to the Fixed
Costsincluded in the Final 2014 COS. The main driver of the Fixed Costs decrease is the reduction in Capital Costs
(%0.69 million) due to lower debt service reguirements associated with the small hydroelectric facilities. Slightly
offsetting this decrease is a combined $0.19 increase in Site O&M and in Headquarters Shared Services.

Based on preliminary analyses, the current 2014 rates, in combination with the 2015 Customer sales
forecast, show that the projected revenues would be $38.04 million, resulting in an under-collection of $3.04 million
from the Customers. Therefore, staff is proposing an 8.00% increase in base production rates to cover the $3.04
million shortfall, which reflects the rise in the purchased energy costs as contained in the currently effective 2014
rates.

Under the Agreements, the Authority must provide at least 30 days' notice to the Customers of any
proposed modification of rates and the proposed modification is subject to their review and comment. Notification
of the rate action was transmitted to the Customers on November 14, 2014. Subsequent to the approval of this
proposed action by the Trustees, the Customers will be mailed the Staff Report containing the Preliminary 2015
COsS.

Under SAPA, thereis a 45-day comment period. After written comments are filed, Authority staff will
review them and address any concernsraised. Staff will make any necessary changes to the proposed rates and
return to the Trustees at their March 2015 meeting to request final approval of the rate modification, to become
effective with the March 2015 billing period.

FISCAL INFORMATION

The proposed production rates are cost-based, and with the application of the Energy Charge Adjustment
mechanism, staff anticipates that the Authority will recover al costsincurred in serving the Customers.

RECOMMENDATION

The Manager — Pricing and Energy Market Analysis and the Vice President — Financial Planning
recommend that the Trustees authorize the Corporate Secretary to file a Notice of Proposed Rulemaking in the New
Y ork State Register for the adoption of a production rate increase applicable to the Westchester County
Governmental Customers.

It is also recommended that the Senior Vice President — Economic Development and Energy Efficiency, or
his designee, be authorized to issue written notice of the proposed action to the affected Customers under the
provisions of the Authority’s tariffs.

For the reasons stated, | recommend the approval of the above-requested action by adoption of the
resol ution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was unanimously
adopted.

RESOLVED, That the Authority proposes an increase
in the production rates applicable to the Westchester County
Governmental Customersas set forth in the foregoing report
of the President and Chief Executive Officer; and beit further

RESOLVED, That the Senior Vice President —
Economic Development and Ener gy Efficiency, or his designee,
be, and hereby is, authorized to issue written notice of this
proposed action to the affected Customers; and beit further
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RESOLVED, That the Corporate Secretary of the
Authority be, and hereby is, directed to file such notice as may
be required with the New York State Department of State for
publication in the New York State Register and to submit such
other notice as may berequired by statute or regulation
concer ning the proposed rate increase and proposed tariff
modification; and beit further

RESOLVED, That the Chairman, the Vice Chair, the
President and Chief Executive Officer, the Chief Operating
Officer and all other officers of the Authority are, and each of
them hereby is, authorized on behalf of the Authority to do any
and all things, take any and all actions and execute and deliver
any and all certificates, agreements and other documentsto
effectuate the foregoing resolution, subject to the approval of
the form ther eof by the Executive Vice President and General
Counsdl.
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viii. Extension of Niagara Frontier Transportation
Authority Allocations and Sales Contract

The President and Chief Executive Officer submitted the following report:
“SUMMARY

The Trustees are requested to: (1) extend a 1,000 kilowatt (‘kW") alocation of hydropower to the Niagara
Frontier Transportation Authority (‘NFTA’) for itslight rail system, and a 2,300 kW allocation to provide power to
the Niagara Falls Air Base (‘NFAB’) (collectively, the ‘NFTA Allocations'), each through December 31, 2019; and
(2) authorize execution of an agreement to effectuate the sale of the extended NFTA Allocations. A copy of the
current proposed form of the agreement is attached as Exhibit ‘ 2b viii-A.’

BACKGROUND

New Y ork Public Authorities Law 81005, relating to the power and duties of the Authority, states: ‘The
authority is. . . authorized, to the extent it deemsit necessary or desirable, to provide power and energy, asit may
determine it to be available, for the use by the Niagara Frontier Transportation Authority or its subsidiary
corporation.’

The Authority and NFTA are partiesto a February 2, 1990 agreement (‘1990 Agreement’) under which the
Authority sells 1,000 kW of hydropower and energy to NFTA under Service Tariff No. 37 (ST-37) for use by
NFTA'sregional light rail system. Under the terms of the 1990 Agreement, sales of additional amounts of power
and energy may be made on terms and conditions mutually acceptable to NY PA and NFTA. The Parties agreed on
January 29, 2004 and again on December 15, 2009 that NY PA would sell 2,300 kW of firm power and energy for
use at NFTA's Niagara Falls International Airport to support continued operation of the NFAB located at the airport.
The NFTA Allocations are each scheduled to expire after midnight, December 31, 2014.

DISCUSSION

The NFTA’slight rail system in the Buffalo-Niagara region, known as ‘Metro Rail,” provides the most
environmentally-friendly, safe and affordable mode of public transportation in the area. Such affordable, reliable
public transportation continues to play a key role in the economic development and growth of thearea. The NFTA's
light-rail corridor is home to Western New Y ork’s largest concentration of employment, population and university
enrollment. Development along the corridor has been rapid in recent years, from the inception of the Harbor
redevelopment to the University of Buffalo’s new Medical School building.

The NFAB plays acritical rolein the defense of the nation while also making important contributions as
one of the largest employersin Niagara County. The base is home to the 914™ Airlift Wing of the USAF and the
107" Air Refueling Wing of the New Y ork Air National Guard. By helping to maintain low energy costs, the
Authority can support vital military missions and help protect jobsin New Y ork State from potential cutbacks or
base closures. Dueg, in part, to NYPA’s hydroelectric power sales, the NFAB was removed from the Department of
Defense 2005 round of targeted base closures.

The extension of the NFTA Allocations would provide for the continued support of economic growth in the
region and the U.S. military.

FISCAL INFORMATION

The NFTA and NFAB would continue to pay for hydropower at the same rate currently charged, i.e., the
cost-based rates that are currently charged to the Authority’s preference customers and determined in accordance
with the Authority’ s rate-setting methodologies and principles under Service Tariff No. 37. The Trustees approved
a preference power rate increase at their November 2011 meeting, which became effective in the December 2011
billing period. The proposed extension of the allocations discussed above would reflect the new preference power
rates. Accordingly, there will be no fiscal impact to the Authority associated with this extension.
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RECOMMENDATION

The Manager — Power Contracts recommends that the Niagara Frontier Transportation Authority (‘NFTA’)
Allocations be extended through December 31, 2019, and that the sale of the extended NFTA Allocations be
effectuated through the letter agreement attached as Exhibit ‘ 2b viii-A.’

For the reasons stated, | recommend the approval of the above-requested action by adoption of the
resol ution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was unanimously
adopted.

RESOLVED, That the New York Public Authorities
Law § 1005 relating to the power s and duties of the New York
Power Authority states: “Theauthority is. . . authorized, to
the extent it deemsit necessary or desirable, to provide power
and energy, asit may determineit to be available, for the use
by the Niagara Frontier Transportation Authority or its
subsidiary corporation”; and beit further

RESOLVED, That the 1,000 kilowatt (“kW™")
allocation of hydropower to the Niagara Frontier
Transportation Authority (“NFTA”) for itslight rail system,
and 2,300 kW allocation to provide power to the Niagara Falls
Air Base (“NFAB”) (collectively, the“NFTA Allocations’) is
each extended through December 31, 2019; and beit further

RESOLVED, That the Senior Vice President —
Economic Development and Energy Efficiency or hisdesignee
be, and hereby is, authorized, subject to approval of thefinal
form ther eof by the Executive Vice President and General
Counsel, to execute on behalf of the Authority, an agreement to
effectuate the sale of the extended NFTA Allocationsthe
current form of which agreement isattached to thereport of
the President and Chief Executive Officer as Exhibit “ 2b viii-
A”; and beit further

RESOLVED, That the Chairman, the Vice Chair, the
President and Chief Executive Officer, the Chief Operating
Officer and all other officers of the Authority are, and each of
them hereby is, authorized on behalf of the Authority to do any
and all things and take any and all actions and execute and
deliver any and all agreements, certificates and other
documentsto effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice President
and General Counsdl.
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c. PROCUREMENT (SERVICES) CONTRACTS

i. Procurement (Services) and Other Contracts—
Business Units and Facilities —
Awar ds, Extensions and/or Additional Funding

The President and Chief Executive Officer submitted the following report:
“SUMMARY

The Trustees are requested to approve the award and funding of the multiyear procurement (services) and
other contracts listed in Exhibit ‘2ci-A,” aswell as the continuation and/or funding of the procurement (services)
contracts listed in Exhibit ‘2c i-B,’” in support of projects and programs for the Authority’s Business
Units/Departments and Facilities. Detailed explanations of the recommended awards and extensions, including the
nature of such services, the bases for the new awards if other than to the lowest-priced bidders and the intended
duration of such contracts, or the reasons for extension and the projected expiration dates, are set forth in the
discussion below.

BACKGROUND

Section 2879 of the Public Authorities Law and the Authority’s Guidelines for Procurement Contracts
require the Trustees' approval for procurement contracts involving services to be rendered for a period in excess of
one year.

The Authority’ s Expenditure Authorization Procedures (' EAPS') require the Trustees' approval for the
award of non-personal services, construction, equipment purchase or non-procurement contractsin excess of $3
million, as well as personal services contractsin excess of $1 million if low bidder, or $500,000 if sole-source,
single-source or non-low bidder.

The Authority’s EAPs also require the Trustees' approval when the cumulative change- order value of a
personal services contract exceeds $500,000, or when the cumulative change-order value of a non-personal services,
construction, equipment purchase, or non-procurement contract exceeds the greater of $1 million or 25% of the
originally approved contract amount not to exceed $3 million.

DISCUSSION
Awards

The terms of these contracts will be more than one year; therefore, the Trustees' approval is required.
Except as noted, all of these contracts contain provisions alowing the Authority to terminate the services for the
Authority’s convenience, without liability other than paying for acceptable services rendered to the effective date of
termination. Approval isalso requested for funding all contracts, which range in estimated value from $135,500 to
$10 million. Except as noted, these contract awards do not obligate the Authority to a specific level of personnel
resources or expenditures.

Theissuance of multiyear contracts is recommended from both cost and efficiency standpoints. In many
cases, reduced prices can be negotiated for these long-term contracts. Since these services are typically required on
acontinuous basis, it is more efficient to award long-term contracts than to rebid these services annually.

Extensions

Although the firms identified in Exhibit ‘2c i-B’ have provided effective services, the issues or projects
requiring these services have not been resolved or completed and the need exists for continuing these contracts. The
Trustees approval is required because the terms of these contracts will exceed one year including the extension, the
term of extension of these contracts will exceed one year and/or because the cumulative change-order limits will
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exceed the levels authorized by the EAPsin forthcoming change orders. The subject contracts contain provisions
allowing the Authority to terminate the services at the Authority’s convenience, without liability other than paying
for acceptable services rendered to the effective date of termination. These contract extensions do not obligate the
Authority to a specific level of personnel resources or expenditures.

Extension of the contracts identified in Exhibit ‘2c i-B’ is requested for one or more of the following
reasons. (1) additional timeis required to complete the current contractual work scope or additional services related
to the original work scope; (2) to accommodate an Authority or external regulatory agency schedule change that has
delayed, reprioritized or otherwise suspended required services; (3) the original consultant is uniquely qualified to
perform services and/or continue its presence and rebidding would not be practical or (4) the contractor provides a
proprietary technology or specialized equipment, at reasonable negotiated rates, that the Authority needs to continue
until a permanent system is put in place.

Thefollowing is a detailed summary of each recommended contract award and extension.

Contract Awardsin Support of Business UnitsDepartments and Facilities:

Business Services

Controller’s Office — Payroll

The contract with Ceridian HCM, Inc. (‘Ceridian’) (Q14-5618) would provide for payroll processing
services, related tax filings and interface with the SAP Human Resources software application for all Authority
employees, as well as meeting various reporting requirements, such as those of third-party service providers,
including savings plans, benefits administrators, etc. Bid documents were developed by staff and were downloaded
electronically from the Authority’s Procurement website by 22 firms, including those that may have responded to a
noticein the New Y ork State Contract Reporter. One proposal was received from Ceridian, the current service
provider, and was eval uated by staff, as further set forth in the Award Recommendation documents. The Ceridian
proposal offered two distinct solutions, DayForce (a cloud-based product) and Source 500 (the current ‘ on-premise’
solution). Ceridian’s DayForce solution was reviewed by the Authority’s Finance and IT staff. Based on
management’ s current concerns regarding cloud-based solutions, the low percentage (12%) of Ceridian’s clients that
currently use the DayForce product and the Authority’ s satisfaction with the current product (Source 500), the
Authority has decided to remain with Ceridian Source 500, with an option to implement the DayForce product
during the contract term if it is deemed to be economical, suits the Authority’s business requirements and cloud-
related security and technology concerns are assuaged. Due to the complexity of the Authority payroll, the qualified
vendor pool islimited. Reasons submitted by severa of the other firms that downloaded the bid documents, but did
not submit a proposal, included time constraints, it was not their scope of work, a corporate business decision was
made not to bid or they downloaded the bid documents for information purposes only. Ceridian has demonstrated
its unique qualifications by developing and implementing customized enhancements and upgrades to accommodate
the Authority’s complex processing requirements. Furthermore, Ceridian has demonstrated its commitment to
continue its favorable pricing and has quoted no increase to the current costs for the first three years of the new
contract, and a maximum increase of 3% for the fourth and fifth yearsif the Authority remains with the current
solution (or not-to-exceed 10% if the DayForce product isimplemented). Based on the foregoing, staff recommends
the award of a contract to Ceridian, which is qualified to provide such services, meets the bid requirements and has
provided satisfactory service under the existing contract for such work. The new contract would become effective
on or about April 1, 2015, for an intended term of up to five years, subject to the Trustees' approval, which is hereby
requested. Approval isalso requested for the total amount expected to be expended for the term of the contract,
$1,040,000.
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Economic Development & Energy Efficiency

Energy Efficiency

At the Trustees' meeting of October 15, 2014, staff recommended the award of competitively bid contracts
to twelve firms (Q14-5668) to provide for various services in connection with the Statewide Energy Efficiency
Program. The Trustees approved the award of contracts to ten of these firms (Cannon Design Ar chitecture and
Engineering, P.C., The Daylight Savings Company, Ecosystem/LiRo Energy Group |1, EME Consulting
Engineering Group, LLC, ENERActive Solutions, Energy & Resource Solutions, Inc. dba ERS, Fulcrum
Facilities Services, LLC dba The Fulcrum Group, Guth DeConzo Consulting Engineers, P.C., PRES Services,
LLC dba PRES Energy and RCM Technologies, Inc.) and an aggregate total amount of $300 million. (The
proposed awards to L aBella Associates, DPC (‘LaBella’) and Wendel Energy Services, LLC (‘Wendel’),
originaly included in the aforementioned October Discussion Agenda (Item 5), were not adopted by the Trustees
because they were unable to attain the required number of votes based on conflicts of interest filed by some of the
Board members.) The Wendel award will be resubmitted for the Board's consideration at alater date. The proposed
award to L aBella is now resubmitted for the Board' s consideration with the intent of achieving the required number
of votes for adoption. Approval of this request to award a contract to LaBella would enable the Authority to utilize
the firm’s specialty skills, experience and expertise, as needed. The contract would become effective on or about
January 1, 2015 for an intended term of approximately five years (through October 14, 2019, coterminous with the
other ten previously-approved contract awards), subject to the Trustees' approval, which is hereby requested.
LaBellawould share in the previously-approved aggregate total. Such contract will also be closely monitored for
utilization levels, available approved funding and combined total expenditures.

Enterprise Shared Services

Corporate Support Services

The contract with Ensign Engineering, PC (‘Ensign’) (Q14-5693) would provide for professional
engineering services for the Authority’s Centroplex (aka‘ Clarence D. Rappleyea’) Building. Servicesinclude, but
are not limited to, providing as-built mechanical, electrical and structural record drawings for al projects assigned to
the engineering consultant, such as designs for emerging projects and future improvements to the building relating to
renovation, updating or leasing of space, as well as surveying spaces throughout the building, in order to assess the
existing mechanical, fire protection and electrical conditions. Bid documents were developed by staff and were
downloaded electronically from the Authority’s Procurement website by 122 firms, including those that may have
responded to a notice in the New Y ork State Contract Reporter. Nine proposals were received and evaluated, as
further set forth in the Award Recommendation documents. Staff recommends the award of a contract to Ensign,
the lowest-priced evaluated bidder, which meets the bid requirements and has provided satisfactory service under
the existing contract for such work. The new contract would become effective on or about February 2, 2015, for an
intended term of up to five years, subject to the Trustees' approval, which is hereby requested. Approval isaso
requested for the total amount expected to be expended for the term of the contract, $325,000. It should be noted
that EnsignisaNew Y ork State-certified Woman-owned Business Enterprise (‘WBE').

Human Resources

The contracts with Career Concepts, Inc. dba CCl Consulting (‘CCI’) and Eileen K. Ward &
Associatesdba E.K. Ward & Associates ('EK Ward') (Q14-5734) would provide for executive coaching services
to enhance the performance or accelerate the development of certain Authority employees who take on broader roles
and work initiatives. Bid documents were developed by staff and were downloaded electronically from the
Authority’s Procurement website by 76 firms, including those that may have responded to a notice in the New Y ork
State Contract Reporter. Eight proposals were received and evaluated, based on criteria that included, but were not
limited to, the coaching process, initial assessment methodology, coaching success measures, coach profiles,
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statewide coach presence, fees and charges, hourly follow-up rates, and relevant industry experience, as further set
forth in the Award Recommendation documents. Based on the foregoing, staff recommends the award of contracts
to two firms, CCl and EK Ward, the most technically qualified bidders, which fully meet the Authority’s bid
requirements and whose proposals clearly demonstrate their strong expertise and experience, with reasonable
pricing. It should be noted that EK Ward has provided very satisfactory quality service under an existing contract
for such work. The award of contracts to two firms would benefit the Authority by providing more flexibility,
increasing its options to access the coaching networks of both firms, and thereby enabling the Authority to
successfully match executive coaching requests and candidates with the most suitable and qualified business
coaches for all Authority locations throughout the state. The new contracts would become effective on or about
January 1, 2015, for an intended term of up to five years, subject to the Trustees' approval, which is hereby
requested. Approval is also requested for the aggregate total amount expected to be expended for the term of the
contracts, $1 million. Such contracts will be monitored for utilization levels, available approved funding and
combined total expenditures. It should be noted that EK Ward is both aNY S-certified Minority Business Enterprise
(‘MBE’) and WBE.

Information Technology

The contracts with SuccessFactors, an SAP Company, and Symphony M anagement Consulting
(*Symphony’) (Q14-5587) would provide for the Human Capital Management (‘“HCM") Cloud Based Solution and
related services (modules + hosting and implementation, respectively). Bid documents were developed by staff and
were downloaded electronically from the Authority’ s Procurement website by 85 firms, including those that may
have responded to a notice in the New Y ork State Contract Reporter. Five proposals were received and evaluated;
of this number, three were from HCM cloud solution module and hosting providers and two were from
implementation partners for one of the three hosting providers. Based on a detailed review, evaluation and thorough
assessment of the bidders’ proposals and additional information requested during the evaluation process, three firms
were invited for product demonstrations and interviews. Based on the foregoing, and as further set forth in the
Award Recommendation documents, staff recommends the award of contracts to two firms: SuccessFactors, the
lowest-priced qualified bidder that meets or exceeds the bid requirements, to provide the HCM cloud solution
modules as well as hosting services, and Symphony, the lower-priced bidder for implementation services. The
SuccessFactors solution includes modules for Performance Management, Succession Planning, Compensation,
Recruitment, Onboarding and Workforce Analytics/ Planning. The contract with SuccessFactors would become
effective on or about December 17, 2014 for an intended term of up to five years and the contract with Symphony
would become effective on or about February 2, 2015 for an intended term of up to two years, subject to the
Trustees approval, which is hereby requested. Approval is also requested for the total amounts expected to be
expended for the terms of the contracts, $1,100,980 for SuccessFactors and $800,000 for Symphony, respectively. It
should be noted that implementation of this project would also support the Authority’ s Workforce Planning strategic
initiative, for which additional consulting services have been included. 1t should also be noted that Symphony isa
NY S-certified WBE.

Law

Due to the urgent need to commence services, the contract with Proskauer Rose L L P (4500251856)
became effective on October 15, 2014, for an interim award amount of $52,500, subject to the Trustees’ ratification
and approval as soon as practicable, in accordance with the Authority’s Guidelines for Procurement Contracts and
EAPs. Such contract provides for legal representation, advice and counsel to the Authority, and other related
services, pertaining to collective bargaining and related labor and employment matters, as well as such other
services, as may be requested by the Authority. On September 29, 2014, the International Brotherhood of Electrical
Workers (‘IBEW’) filed a Petition for Impasse with the New Y ork State Public Employment Relations Board,
resulting in an imminent need to retain the services of experienced labor counsel to assist the Authority in
developing a strategy to represent its interests through these and subsequent proceedings, and to successfully resolve
the outstanding labor disputes with the IBEW. Due to the time constraints involved, it was not feasible to solicit
formal proposals and there is no guarantee that the bidding process would result in the identification of another firm
or individual that is as qualified as the recommended firm. Proskauer Rose is a well-respected internationally
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known law firm with a reputation for excellence, especialy in the area of labor law. The strength and depth of its
labor and collective bargaining resources is unprecedented. The firm is uniquely qualified to act asalabor
consultant to the Authority and to assist in developing a strategy for the Impasse Proceedings, collective bargaining
and labor relations. Based on the foregoing, and as further set forth in the Award Recommendation documents, staff
determined that an award to Proskauer Rose on a single-source basis was in the best interests of the Authority. The
firm possesses the requisite experience, specialized skill, and resources to represent the Authority’ s interestsin these
proceedings, as well as to provide assistance in arriving at a subsequent collective bargaining agreement. The
intended term of this contract is up to three years (two-year award with an option to extend for one additional year),
subject to the Trustees' ratification and approval, which is hereby requested. Approval is also requested for the total
amount expected to be expended for the term of the contract, $175,000.

Oper ations/ Oper ations Support Services

Power Generation / Support Services

The contracts with AEIS, LL C dba Atlas Evaluation & Inspection Services (‘AEIS’) and Lucius
Pitkin, Inc. (Q14-5688; PO#s TBA) would provide for on-call failure analysis and metallurgical examination and
testing services in support of the Authority’ s plants, projects, facilities and transmission lines statewide. Technical
services include providing all equipment, materials and labor (including engineering services, as needed) required to
sample, test and analyze metallic and other elements used in power plant equipment and components, in order to
support failure analysis, material composition analysis, integrity of equipment element analysis and evaluation,
chemical analysis of toxic materials and testing and verification of the Authority’s suppliers productsto confirm
that they meet their respective technical specifications. Types of testing include, but are not limited to,
metallographic examinations, heat treatments, fracture and fatigue testing, tube to tubesheet pull testing, energy
dispersive analytical X-ray, destructive / non-destructive testing of all types, corrosion testing, and cavitation /
erosion testing. The work will be performed at the Authority’s facilities, construction sites, manufacturer’s plants or
in the consultant’ s laboratory, as needed. Bid documents were developed by staff and were downloaded
electronically from the Authority’s Procurement website by 24 firms, including those that may have responded to a
notice in the New Y ork State Contract Reporter. Four proposals were received and evaluated, based on their in-
house qualifications, equipment, personnel, past experience, proximity to the sites and White Plains Office, quality
assurance and itemized pricing, as further set forth in the Award Recommendation documents. Based on the
foregoing, staff recommends the award of contracts to two firms, AEIS and L ucius Pitkin, the two most technically
qualified bidders, which meet the bid requirements. The award of contractsto two firms would afford the Authority
more flexibility and cost-effective options, depending on the nature of the situation and specific testing
requirements. Lucius Pitkin has provided satisfactory service under an existing contract for such work. The new
contracts would become effective on or about January 1, 2015, for an intended term of up to five years, subject to
the Trustees' approval, which is hereby requested. Approval is also requested for the aggregate total amount
expected to be expended for the term of the contracts, $3 million. Such contracts will be monitored for utilization
levels, available approved funding and combined total expenditures. It should be noted that AEISisbothaNYS-
certified MBE and WBE.

The contract with Atlantic Testing Laboratories, Limited ("ATL") (Q14-5740; PO# TBA) would
provide for on-call testing and inspection services of various materialsincluding, but not limited to, concrete
samples, metal, paint coating, welds and soil, for the St. Lawrence/ FDR Power Project and nearby substations and
switchyards, on an ‘as needed’ basis. The independent testing laboratory, as directed by the Authority’s
construction representative, would perform such verification testing or inspection services in connection with some
site construction projects, to ensure that a material conformsto all requisite standards and contract requirements.
Bid documents were developed by staff and were downloaded electronically from the Authority’s Procurement
website by 29 firms, including those that may have responded to a notice in the New Y ork State Contract Reporter.
Two proposals were received and evaluated, as further set forth in the Award Recommendation documents. Staff
recommends the award of a contract to ATL, the lower-priced qualified bidder, which fully meets the bid
requirements and has provided satisfactory service under an existing contract for such work. The new contract
would become effective on or about January 1, 2015, for an intended term of up to five years, subject to the
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Trustees approval, which is hereby requested. Approval is also requested for the total amount expected to be
expended for the term of the contract, $500,000. It should be noted that ATL isaNY S-certified WBE.

The contract with Evoqua Water TechnologiesL L C (‘Evoqua’; formerly Siemens Water
Technologies) (Q14-5625; PO# TBA) would provide for demineralized water systems comprising rental of trailers
and services in support of the Authority’s Power Plants in the Southeastern New Y ork (‘SENY’) region (viz., the
500 MW Plant, the Small Clean Power Plants and the Richard M. Flynn Plant, located in the New Y ork City
boroughs and on Long Island). Each division will have separate requirements to meet the respective plant’s
specifications. In addition to leasing specialized trailers (including the exchange of trailers, as necessary), services
include, but are not limited to, developing and implementing a monthly and annual service/maintenance schedule to
ensure system efficiency and minimize downtime, i.e., all necessary inspections, testing, and routine/scheduled
preventative maintenance, as well as emergency service and repairs of al equipment, as needed. Bid documents
were developed by staff and were downloaded electronically from the Authority’ s Procurement website by 21 firms,
including those that may have responded to anoticein the New Y ork State Contract Reporter. Two proposals were
received and evaluated, as further set forth in the Award Recommendation documents. Staff recommends the award
of acontract to Evoqua, the lower-priced evaluated bidder, which meets the bid requirements, is qualified to perform
the services and has provided satisfactory service under the existing contract for such work, successfully meeting the
demineralized water needs of the SENY sites. The new contract would become effective on or about January 1,
2015, for an intended term of up to five years, subject to the Trustees approval, which is hereby requested.

Approval is aso requested for the total amount expected to be expended for the term of the contract, $10 million.

The contract with H.O. Penn M achinery Company, Inc. (‘H.O. Penn’) (PO# TBA) would provide for
mai ntenance services, repairs and annual trailer road safety inspections for four Caterpillar standby emergency
diesal generators stationed in the Southeastern New Y ork area. The equipment was purchased by the Authority
from H.O. Penn in 2005, as the result of a competitive bid, to provide for emergency restart of the Small Clean
Power Plant LM6000 gas turbine generators following catastrophic events, as well as for use in other emergency
events as may be needed throughout the state. H.O. Pennisthe original equipment manufacturer’s premier
authorized dealer for this equipment, components, parts and service; their technicians are factory-trained and
certified for all service conditions, including preventive maintenance and repairs; the main dispatch centers for these
services are located in the Bronx and Holtsville, with 24-hour availability; their inventory of genuine Caterpillar
partsis extensive; and H.O. Penn is the only authorized dealer to perform electronic diagnoses and software
programming/updates in the system control panels. Furthermore, the contractor has offered a discounted hourly
labor rate using 2012 pricing and has agreed not to increase this rate more than 3% per year. Based on the
foregoing, and as further set forth in the Award Recommendation documents, staff recommends the award of a
contract to H.O. Penn on asingle-source basis. H.O. Penn is uniquely qualified to perform such work, meets or
exceeds the Authority’ s requirements, and has consistently provided satisfactory service as the subcontractor for
such work. The contract would become effective on or about January 1, 2015, for an intended term of up to five
years, subject to the Trustees’ approval, which is hereby requested. Approval is aso requested for the total amount
expected to be expended for the term of the contract, $250,000.

In 1998, a competitively bid contract was awarded to Softwar e Sense Enterprises, Inc. (‘SSEI’) to
provide for a safety and clearance tagging system (‘lockout/tagout’) with an outage coordination feature for the
Authority’s generation and transmission facilities. The contract provided for specialized application software
(‘PTR-Plus!”) to develop, issue and control safety clearances, as well as associated maintenance, training and related
consulting services, including customized software interfaces to the Authority’ s Mai ntenance Resource Management
(‘MRM") work management software system (MAXIMO) and the Energy Control Center. The PTR-Plus! software
has been successfully tailored to reflect the Authority’ s work practices, enabling employees to work safely on de-
energized equipment. The software and its interfaces to other components of the MRM program have become
essential to the work management and safety processes that have been established at the Authority. In order to
provide for the continuation of such specialized services and support for this program, staff recommends the award
of anew sole-source contract to SSEI, based on the firm’s unique qualifications, expertise and knowledge of its
proprietary lockout/tagout safety system. SSEI has successfully integrated the Authority’ s requirements into this
software application in order to establish a safe electrical working environment and coordinate multiple concurrent
outages. Services would include providing the operations and maintenance departments at each operating facility
with continued 24/7 maintenance for this proprietary software product, as well as consulting services for ongoing
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software upgrades, custom revisions and specialized modifications to the PTR-Plus! application software and
training, as the lockout/tagout work processisimproved or otherwise revised, as needed, and as the forthcoming
MAXIMO upgrade is also implemented. The new contract would become effective on or about March 1, 2015, for
an intended term of up to five years, subject to the Trustees' approval, which is hereby requested. Approval isalso
requested for the aggregate total amount expected to be expended for the term of the contract, $135,500.

Public, Governmental and Regulatory Affairs

Project Development & Licensing

At the Trustees’ meeting of October 15, 2014, staff recommended the award of competitively bid contracts
to twelve firms (Q14-5680) to provide for consulting servicesto support Authority goals and initiativesin
connection with generation and transmission project evaluation and analysis and Public Service Commission
(‘PSC’) proceedings. The Trustees approved the award of contracts to nine of these firms (Ecology and
Environment Engineering, PC, ESS Group, Inc., Gomez and Sullivan Engineers, DPC, Henningson, Durham
& Richardson Architecture and Engineering, PC, Louis Berger & Associates, PC, POWER Engineers
Consulting, PC, Tetra Tech, Inc. The Chazen Companies and TRC Environmental Cor poration) and an
aggregate total amount of $5 million. (The proposed awardsto ARCADI S of New York, Inc. and CH2M HILL
Engineering, PA, originally included in the aforementioned October Consent Agenda (Item 2c-i), were not adopted
by the Trustees because they were unable to attain the required number of votes based on conflicts of interest filed
by some of the Board members; such awards will be resubmitted for the Board's consideration at alater date.) The
proposed award to the third remaining firm, Burns & McDonnell Consultants, PC, was withdrawn from
consideration and therefore was also not adopted in October. The Burns & McDonnell award is now resubmitted for
the Board' s consideration with the intent of achieving the required number of votes for adoption. Approval of this
request to award a contract to Burns & McDonnell would enable the Authority to utilize the firm's specialty skills,
experience and expertise, as needed. The contract would become effective on or about January 1, 2015 for an
intended term of approximately five years (through November 14, 2019, coterminous with the other nine previously-
approved contract awards), subject to the Trustees' approval, which is hereby requested. Burns & McDonnell would
share in the previously-approved aggregate total. Funds will be allocated as specific projects or tasks are identified.
Such contracts will be closely monitored for utilization levels, available approved funding and combined total
expenditures.

Contract Extensions and/or Additional Funding:

Economic Development & Energy Efficiency

Energy Efficiency

At their meeting of March 27, 2012, the Trustees approved the award of contracts to two firms, Solar
Electric Systems, Inc. (4600002527) and Solar Liberty Energy Systems, I nc. (4600002509), to provide for the
furnishing, delivery and installation (including design, construction and start-up services) of roof-mounted solar
photovoltaic (‘PV’) systems at various Customer-designated sites within six geographic regions of New Y ork State,
as part of the Authority’ s Energy Efficiency Program (formerly Energy Services Program) and Renewable Energy
Plan. The Trustees also authorized funding in the aggregate amount of $5 million to fund these projects. The
contracts, which were competitively bid, became effective on April 1, 2012, for aterm of up to five years. To date,
$5 million has been allocated to these contracts for such PV projects throughout the state. The City of New Y ork
(‘City’) has requested the Authority’s assistance in the implementation of a $28 million rooftop solar PV systems
initiative, receiving partia funding from the New Y ork State Research and Development Authority (‘NY SERDA").
Solar Liberty was named as the proposed contractor by the City in the original application approved by NY SERDA.
The aggressive schedule associated with the NY SERDA funding calls for systemsto be installed by April of 2016 at
approximately 24 New Y ork City Schools located throughout the five boroughs, as pre-selected by the City. The
Authority isin the process of preparing a new Request for Proposals to competitively bid and select firmsfor 17 of
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these project sites. Once proposals have been received and evaluated, the Trustees' approval will be sought for the
new contract awards. Theinitial group of seven sites (Phase 1) must be completed by June of 2015 in order to meet
the City’sinternal goals. To that end, the Trustees are requested to approve additional funding in the amount of $5
million, thereby increasing the approved aggregate total to $10 million, in order to proceed with these seven sites
and meet the June 2015 deadline for Phase 1. Total commitments and expenditures for these contracts will continue
to be tracked against the approved aggregate total and such contracts will be monitored for utilization levels,
available approved funding and combined total expenditures. It should be noted that all costs will be recovered by
the Authority.

Enterprise Shared Services

Human Resources

At their meeting of March 21, 2013, the Trustees approved the award of a competitively bid contract to
Pace University (4600002676) to provide for the design and implementation of an on-site Masters of Business
Administration (' MBA’) program for the Authority, for aterm of up to three years, in the amount of $1.4 million. In
an effort to attract and retain high performing employees, as well as to optimize employee potential and
organizational success, the Authority’s Talent Development group sought proposals for an accredited college or
university to develop and deliver an MBA curriculum, on-site, in-person, and within a compressed period of 18-30
months, for approximately 20 high-performing Authority employees. With the successful completion of all required
elements, program participants will be awarded an MBA degree that will not differentiate from any other MBA
program the ingtitution offers. The University provides a streamlined admission process, with the ability to
customize curriculum, administrative support, and on-site class instruction at the Authority’ s White Plains office,
including aggregated reporting upon completion of course work. The contract became effective on July 1, 2013.
The curriculum comprises ten modules, of which Pace has customized two, to reflect business needs/opportunities
for the students to research and make specific recommendations to the Authority’s senior management. Authority
staff and management are satisfied with the program and would like to offer a second session of the MBA program
to another group of high-performing employees. A two-year extension is therefore requested to enable the Authority
to offer the additional session, as well as to customize additional modules for actual Authority-related issues, as
needed, thereby optimizing employee potential and organizational success. The current contract amount is $1.4
million; staff anticipates that additional funding in the amount of $1.5 million will be required for the second session
and for other services that may be provided during the extended term. The Trustees are requested to approve
extension of the subject contract through June 30, 2018, as well as the additional funding requested, thereby
increasing the total approved compensation limit to $2.9 million.

Information Technology

At their meeting of July 23, 2013, the Trustees approved the award of a competitively bid contract to
Starboard Consulting, LLC (‘Starboard’) (4500234693) to provide for consulting services to support the
MAXIMO application upgrade project, for aterm of 18 months, in the amount of $3 million. Such servicesinclude
tasks associated with application configurations, interfaces, data migration, report development, testing and training.
(By way of background, the Authority’s Operations Business Unit utilizes the MAXIMO Enterprise Asset
Management system as its primary tool for managing generation and transmission asset maintenance activities
associated with the Authority’ s Maintenance Resource Management (‘MRM’) program, which, in turn, isintegral to
thereliability and availability of the Authority’s generation and transmission assets.) As the project progressed,
additional functionality and interfaces were identified as necessary to best leverage the Authority’ sinvestment in the
upgrade, and to ensure optimal use of MAXIMO 7.5. These additional items will include: additional functionality
and interfaces to incorporate CIMS NERC/CIP, OpsNet, and Fleet data and functionality into MAXIMO; additional
interfaces with IntelaTrac, and a Learning Management System; as well as additional post go-live consulting
servicesin 2016. An additional $266,600 was subsequently authorized in accordance with the Authority’ sEAPs. A
16-month extension is therefore requested in order to complete the project. The current contract amount is
$3,266,600; staff anticipates that additional funding in the amount of $500,000 will be required for the
aforementioned additional servicesto be performed during the extended term. The Trustees are requested to
approve extension of the subject contract through June 30, 2016, as well as the additional funding requested, thereby
increasing the total approved compensation limit to $3,766,600.

37



December 16, 2014

Oper ations/ Oper ations Support Services

Power Generation / Support Services

At their meeting of September 28, 2010, the Trustees approved the award of a competitively bid contract to
Day & Zimmermann NPS, Inc. (‘DZNPS’) (4600002330) to provide for general maintenance support services for
the Authority’ s power plantsin the Southeastern New York (‘ SENY) region (including the 500 MW and Flynn
Plants, as well asthe Small Clean Power Plants, ‘ SCPPs'), for aterm of up to five years, in the amount of $15
million. Such services generally consist of providing skilled craft labor to supplement and assist the Authority’s
plant employees during periods of routine maintenance, scheduled outages, emergency shutdown or technical
inspections, as directed by Authority management at the respective SENY facilities, and involve the following
categories of work: general plant maintenance, plant modifications and corrections, and retrofit work. Additional
funding in the amount of $3 million was subsequently authorized in accordance with the Authority’s EAPs.
Funding approved for this contract has been expended at an accelerated rate due to the need for DZNPS support for
major unplanned work throughout the SENY region (e.g., 500MW Plant: three gas compressor failures, ACC
upgrades following failure, severe winter upgrades, instrument air line upgrades, valve and chiller upgrades; SCPPs.
ammonia line upgrades, SCR Catalyst frame repairs and upgrades, CO Catalyst change-outs, Harlem River SCPP
cooling tower piping repairs, various gas compressor welding requirements; and Flynn/Brentwood: outage support,
welders for HRSG repairs, maintenance support due to manpower shortages). The current Target Value is $18
million; staff projects that additional funding in the amount of $3 million will be required to cover costs associated
with the day-to-day maintenance and SENY plant outages scheduled for the remainder of 2014, as well as any
additional scheduled and unscheduled projects during the First Quarter of 2015, thereby increasing the approved
compensation limit to $21 million. Current funding will be insufficient for the remaining approved contract term,
therefore these services are currently being rebid and the Trustees approval for the proposed new award is expected
to be sought at the March 2015 mesting.

At their meeting of December 18, 2012, the Trustees approved the award of a competitively bid contract to
Innovative Automation, Inc. (‘I Al") (4600002618) to provide for technical servicesto develop new and/or update
existing Operating Procedures and System Descriptions for all systems and components essential to power
operations at all substations and facilities in the Northern Region associated with the St. Lawrence/FDR Power
Project (except the Robert M oses Power Dam, which was covered under a separate contract). As part of the Life
Extension and Modernization (‘LEM’) program for the St. Lawrence/FRD Project, the Authority updated the
Operating Procedures and System Descriptions for equipment that was replaced and/or upgraded in order to ensure
consistency and proper operation. As afollow-up to the LEM program, services provided under the subject contract
would continue the process for the Northern Region and ensure region-wide consistency. The original award
became effective on March 18, 2013, for aterm of up to two years and in the amount of $1,149,408. Additional
funding in the amount of $164,450 was subsequently authorized in accordance with the Authority’s Guidelines for
Procurement Contracts and EAPs. Approximately one third of the work has been completed to date. Dueto the re-
prioritization of resources, work was suspended in 2014 and deferred to 2015. A two-year extension is now
requested in order to allow sufficient time to complete the original scope of work. The current contract amount is
$1,313,858; if required, additional funding will be authorized in accordance with the EAPs. The Trustees are
requested to approve extension of the subject contract through March 17, 2017.

Public, Governmental and Regulatory Affairs

Project Development & Licensing

At their meeting of December 15, 2011, the Trustees approved the award of a competitively bid time-and-
materials contract to Gomez and Sullivan Engineers, PC (‘ GSE’) (4600002481) to provide for compliance and
implementation services required to fulfill the Authority’s commitments made in connection with the relicensing of
the Niagara Power Project, for aterm of up to five years, and in the amount of $5 million. The support of a
compliance and implementation services consultant continues to be necessary in order to assist Authority staff with
the ongoing implementation of such commitments by providing design development, permitting and contracting
support and construction oversight, as well as maintenance planning and records turnover for all such projects. The
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contract became effective on February 29, 2012; although a number of implementation projects required by the new
license, Comprehensive Settlement Offer and New Y ork State Department of Environmental Conservation’s Section
401 Water Quality Certification have been completed, other such projects and activities have yet to be implemented.
Much of thiswork isrelated to environmental Habitat | mprovement Projects and Recreational Enhancement
Projectsin the vicinity of the Project and the Niagara River Basin. An additional $500,000 was subsequently
authorized in accordance with the Authority’ s EAPs. The funding associated with the original award approva was
less than the Authority’ sinitial estimates for implementation of the tasks associated with the relicensing, but was
considered reasonable given the knowledge of the work scope at that time. The expenditure of previously
authorized contract funds before the end of the contract term is primarily due to emergent work projects or tasks that
were not identified or foreseen in the original scope of work, as well as the unanticipated engineering complexity for
several major relicensing implementation projects. The current contract amount is $5.5 million; staff estimates that
an additional $2.5 million will be required to provide for continued compliance and implementation services during
the remaining approved contract term. The additional funding will provide for the execution of contract services
using the favorable pricing terms already established under the contract and through previously established specialty
subcontractor relationships. The GSE contract services have been instrumental in the Authority’ s very successful
implementation to date of Niagara Project relicensing commitments. GSE and their contracted partners and
subcontractors are intimately involved in the design, planning, coordination and execution of ongoing work in
progress, as well as in the effectiveness monitoring of constructed facilities for which they provided both design and
congtruction oversight services. Their personnel are also integral to the Authority’ s effective relationships that have
been established with regulators and stakeholders who monitor and approve the Authority’ s compliance and
implementation efforts. Therefore, it would not be feasible or practical to rebid these services. The Trustees are
therefore requested to approve the additional funding requested, thereby increasing the total approved compensation
limit to $8 million.

FISCAL INFORMATION

Funds required to support contract services for various Business Units/Departments and Facilities have
been included in the 2015 Approved O& M Budget. Funds for subsequent years, where applicable, will be included
in the budget submittals for those years. Payment will be made from the Operating Fund.

Funds required to support contract services for capital projects have been included as part of the approved
capital expenditures for those projects and will be disbursed from the Capital Fund in accordance with the project’s
Capital Expenditure Authorization Request.

RECOMMENDATION

The Senior Vice President — Operations Support Services and Chief Engineer, the Senior Vice President —
Power Generation, the Vice President — Environment, Health & Safety, the Vice President — Project Development &
Licensing, the Acting Vice President — Project Management, the Acting Vice President — Procurement, the Vice
President and Controller, the Vice President — Engineering, the Vice President — Energy Efficiency, the Vice
President — Operational Performance, the Vice President — Human Resources, the Vice President — Information
Technology and Chief Information Officer, the Assistant General Counsel — HR, Labor Relations and Litigation, the
Director — Corporate Support Services, the Regional Manager — Western New Y ork, the Regional Manager —
Northern New Y ork, the Regional Manager — Central New Y ork and the Regional Manager — Southeastern New
Y ork recommend that the Trustees approve the award of multiyear procurement (services) contracts to the
companies listed in Exhibit ‘2c i-A’ and the extension and/or funding of the procurement (services) contracts listed
in Exhibit ‘2ci-B,” for the purposes and in the amounts discussed within the item and/or listed in the respective
exhibits.

For the reasons stated, | recommend the approval of the above-requested action by adoption of the
resolution below.”
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The following resolution, as submitted by the President and Chief Executive Officer, was unanimously
adopted with the exception of LaBella Associates which failed to pass to to the conflict of interest filed by Trustee
Flynn.

RESOLVED, That pursuant to the Guidelines for
Procurement Contracts adopted by the Authority, the award
and funding of the multiyear procurement services and other
contracts set forth in Exhibit “2ci-A,” attached hereto, are
her eby approved for the period of timeindicated, in the
amountsand for the purposeslisted therein, asrecommended
in the foregoing report of the President and Chief Executive
Officer; and beit further

RESOLVED, That pursuant to the Guidelines for
Procurement Contracts adopted by the Authority, the
contractslisted in Exhibit “2ci-B,” attached hereto, are hereby
approved and extended for the period of timeindicated, in the
amounts and for the purposeslisted therein, asrecommended
in the foregoing report of the President and Chief Executive
Officer; and beit further

RESOLVED, That the Chairman, the Vice Chair, the
President and Chief Executive Officer, the Chief Operating
Officer and all other officers of the Authority are, and each of
them hereby is, authorized on behalf of the Authority to do any
and all things, take any and all actions and execute and deliver
any and all agreements, certificates and other documentsto
effectuate the foregoing resolution, subject to the approval of
the form ther eof by the Executive Vice President and General
Counsdl.
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NIAGARA

ii. Procurement (Services) Contract —
Niagara Power Project — L ewiston Pump Generating
Plant — Life Extension and M oder nization Program —
High Performance Coatings Project — Contract Award

The President and Chief Executive Officer submitted the following report:
“SUMMARY

The Trustees are requested to approve the award of a multiyear contract to Niagara Coatings Services, Inc.
(‘NCS)) of NiagaraFalls, NY/, in the amount of $1,110,765, to perform surface preparation and application of high
performance coatings on miscellaneous components and infrastructure associated with the Life Extension and
Modernization (‘LEM’) Program at the Lewiston Pump Generating Plant (' LPGP").

In accordance with the Authority’ s Guidelines for Procurement Contracts, interim approval for this contract
in the amount of $100,000 was approved in November 2014 by the Chief Operating Officer to permit the contractor
to commence painting activitiesimmediately, in an effort to meet the LPGP Unit 7 Overhaul outage schedule which
is currently underway.

BACKGROUND

Section 2879 of the Public Authorities Law and the Authority’s Guidelines for Procurement Contracts
require the Trustees' approval for construction contracts involving services to be rendered for a period in excess of
one year.

At their June 29, 2010 meeting, the Trustees approved the LPGP LEM Program at the estimated cost of
$460 million. To date, the Trustees have approved capital expenditures in the amount of $300 million. This
requested contract award is a part of this previous capital expenditure authorization.

The objective of the LPGP LEM Program is to replace and/or rehabilitate aging generation equipment,
most of which datesto 1961. A secondary objective isto increase pump and turbine efficiency, increase pump
flows, increase turbine output, and increase the smooth operating range of the pump turbines. Together, these
improvements to the pump turbine design would allow for improved operating efficiency, increases in the amount of
production re-timed to peak demand periods, and an increase in the peaking capacity of the overall Niagara Power
Project.

The scope-of-work under this contract includes the surface preparation and application of high performance
coatings on miscellaneous components and infrastructure associated with the LPGP Units, including but not limited
to: upper bracket deck plates, draft tube and scroll case doors, miscellaneous handrails and egquipment protective
cages, access hallways, exposed walls, floors, and ceilings in the Oil Cooler Rooms, etc. It aso includes the waste
characterization and disposal of both non-hazardous and potentially hazardous materials.

The painting activities will be scheduled and coordinated with the planned LPGP LEM outages spanning
from November 2014 through December 2020.

DISCUSSION
The Authority issued a Request for Proposal (Q14-5723MR) inthe New Y ork State Contract Reporter on

August 28, 2014. The bid documents were downloaded by forty-six (46) potential bidders. The Authority’s Fair
Cost Estimate for this project is $866,169.
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On October 7, 2014, the following two proposals were received:

Firms Location Lump Sum
Niagara Coatings Services, Inc. NiagaraFalls, NY $1,110,765
Tri-State Painting, Inc. Tilton, NH $10,666,452

The proposals were reviewed by the evaluation committee comprising staff from the Niagara Power
Project, Engineering, Procurement, and Project Management.

NCS was the lowest-priced, technically qualified bidder. Its proposal was consistent with the Authority’s
Fair Cost Estimate, and, as such, Tri-State was not further evaluated. NCS has extensive experience in coating
projects, has demonstrated knowledge of the scope-of-work, and is capable of completing this project in accordance
with the required schedule. I1n addition, NCS has performed to the Authority’ s satisfaction on previous projects.

FISCAL INFORMATION

Payment associated with this project will be made from the Authority’s Capital Fund. Future year funding
will beincluded in the Capital Budget requests for those years.

RECOMMENDATION

The Senior Vice President and Chief Engineer — Operations Support Services, the Acting Vice President —
Project Management, the Vice President — Engineering, the Acting Vice President — Procurement, the Project
Manager and the Regional Manager of Western New Y ork recommend that the Trustees approve the award of a
multiyear contract to Niagara Coatings Services, Inc. of Niagara Falls, NY in the amount of $1,110,765, for the
High Performance Coatings Project associated with the Life Extension and Modernization Program at the Lewiston
Pump Generating Plant.

For the reasons stated, | recommend the approval of the above-requested action by adoption of the
resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was unanimously
adopted.

RESOLVED, That pursuant to the Guidelines for
Procurement Contracts adopted by the Authority, approval is
her eby granted to award a multiyear contract to Niagara
Coatings Services, Inc. of Niagara Falls, NY, in the amount of
$1,110,765, for the Lewiston Pump Generating Plant Life
Extension and M oder nization Program — High Performance
Coatings Project, asrecommended in the foregoing report of
the President and Chief Executive Officer;

Contractor Contract Approval

Niagara Coatings Services, Inc. $1,110,765
Niagara Falls, NY
(Q14-5723MR)
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AND BE IT FURTHER RESOLVED, That the
Chairman, the Vice Chair, the President and Chief Executive
Officer, the Chief Operating Officer and all other officers of
the Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things and take any
and all actions and execute and deliver any and all agreements,
certificates and other documentsto effectuate the foregoing
resolution, subject to the approval of the form ther eof by the
Executive Vice President and General Counsel.
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BLENHEIM-GILBOA

iii. Procurement (Services) Contract —
Blenheim-Gilboa Power Project —
Support Facilities | mprovement Project —Phasell|
Capital Expenditure Authorization and Contract Award

The President and Chief Executive Officer presented the following report:
“SUMMARY

The Trustees are requested to authorize capital expendituresin the total amount of $12.925 million and
approve the award of a contract to LeChase Construction Services, LLC (‘LeChase’) headquartered in Rochester,
NY/, in the amount of $7.595 million, for Phase |1 — New Office and Warehouse Building Complex of the Support
Facilities Improvement Project at Blenheim-Gilboa Power Project (‘B-G').

BACKGROUND

Section 2879 of the Public Authorities Law and the Authority’s Guidelines for Procurement Contracts
require the Trustees' approval for procurement contracts involving services to be rendered for a period in excess of
oneyear. Also, in accordance with the Authority’ s Expenditure Authorization Procedures, the award of non-
personal services or equipment purchase contracts exceeding $3 million require the Trustees' approval.

This funding request includes engineering/design, procurement and construction of a new Office and
Warehouse Building Complex just outside B-G’s north security gate.

Most of B-G’s support buildings, such as those occupied by Real Estate, Transmission, and Warehouse
operations date back to itsinitial construction in 1969. Accordingly, these buildings are outdated, energy inefficient,
not ideally located, and require significant investment in order for them to be suitable for continued long-term
service. Inan eraof much tighter generating plant security requirements driven by regulatory mandates, relocating
these support groups outside the plant’s security perimeter will significantly enhance plant security; increase safety
for staff and site visitors and improve overall plant efficiency.

DISCUSSION

Phase |1 of the Support Facilities Improvement Project includes the following tasks. Engineering and
architectural design of the new Office and Warehouse Building Complex, Construction of the new Office and
Warehouse Building Complex, Procurement of office furniture and warehouse equipment, and relocation of
warehouse inventory to the new facility.

The Authority advertised a Request for Quotation (‘ RFQ’) (Q14-5622DK) in the New Y ork State Contract
Reporter and bid packages for the Office and Warehouse Building Complex were made available on May 30, 2014.
Seven (7) proposals were received on July 15, 2014. The proposals were reviewed by an evaluation committee
comprised of staff from C& S Engineers (Engineer of Record), BG Operations, Engineering, Procurement, and
Project Management.

The Evaluation Committee reviewed in detail the two lowest bids received. Based on that review, the
committee decided to disqualify the lowest original bidder because: 1) they did not include in their bid afull-time
onsite QA/QC representative or afull-time onsite construction manager to handle construction activities as required
by the RFQ specifications; 2) they failed to submit all required information requested by the RFQ documents, such
astheir organization chart, plan to achieve the 20% M/WBE goals, and construction experience on similar projects,
and 3) there was a reluctance to share relevant information regarding details of their bid during the bid clarification
phone conference call.



December 16, 2014

The Evaluation Committee concluded that LeChase submitted the lowest priced, technically acceptable bid.
LeChase has extensive experience in construction of this magnitude, has demonstrated knowledge of the scope-of-
work and is capable of completing this project in atimely manner. The contract work will begin in January 2015
and is expected to be completed by July 2016.

Phase | — Construction of the new security building, site development and installation of the new power
supply to the spillway, in the amount of $11.446 million, was approved by the Trustees at their September 2013
meeting. Additional funding of $980,000 was approved by the President and Chief Executive Officer on November
7, 2014 to address the unanticipated environmental requirements (DEC and Army Corps of Engineers) and
regulatory approvals (FERC). Phase | of the project will be completed in December 2014.

This additional capital expenditure authorization for Phase |1 is comprised of the following:

Task Capital Expenditures
Engineering/Design $630,000
Procurement $1,150,000
Construction/Installation $9,600,000
Authority Direct & Indirect $1,545,000
Total: $12,925,000

FISCAL INFORMATION

Payments associated with this project will be made from the Authority’s Capital Fund.

RECOMMENDATION

The Senior Vice President and Chief Engineer — Operations Support Services, the Acting Vice President —
Project Management, the Vice President — Engineering and the Regional Manager — Central New Y ork recommend
that the Trustee authorize capital expenditures in the amount of $12.925 million and approve the award of a contract
in the amount of $7.595 million to LeChase Construction Services for Phase |1 of the Facilities Improvement Project
at the Blenheim-Gilboa Power Project.

For the reasons stated, | recommend the approval of the above-requested action by adoption of the
resol ution below.”

The following resolution, as presented by President and Chief Executive Officer, was unanimously
adopted.

RESOLVED, That pursuant to the Guidelines for
Procurement Contracts adopted by the Authority, approval is
her eby granted to authorize capital expendituresin the amount
of $12.925 million for Phase Il of the Support Facilities
I mprovement Project at the Blenheim-Gilboa Power Project as
recommended in the foregoing report of the President and
Chief Executive Officer; and beit further

RESOLVED, That pursuant to the Guidelines for
Procurement Contracts adopted by the Authority, approval is
her eby granted to award a contract to LeChase Construction
Services, LLC in theamount of $7.595 million to furnish all
labor, materials, and equipment to construct a new Office and
War ehouse Building Complex at the Blenheim-Gilboa Power
Proj ect.
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CONTRACTOR CONTRTACT APPROVAL
LeChase Construction

Services, LLC. $7.595 million
Rochester, NY

(Q14-5622DK )

AND BE IT FURTHER RESOLVED, That the
Chairman, the Vice Chair, the President and Chief Executive
Officer, the Chief Operating Officer and all other officers of
the Authority are, and each of them hereby is, authorized on
behalf of the Authority to do any and all things and take any
and all actions and execute and deliver any and all agreements,
certificates and other documentsto effectuate the foregoing
resolution, subject to the approval of the form ther eof by the
Executive Vice President and General Counsdl.
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d. REAL ESTATE
i. Disposal of 16.4 Acresof SurplusLand —
Town of Henrietta, County of M onroe

The President and Chief Executive Officer submitted the following report:
“SUMMARY

The Trustees are requested to approve the sale of aparcel of approximately 16.4 acres of surplus land
located near Lehigh Station Road in the Town of Henrietta, Monroe County, shown on the map attached hereto as
Exhibit ‘2d i-A,” to Rochester Gas and Electric Corporation (‘RG&E’), or its related entities, for the sum of $60,000.

DISCUSSION

The subject property islocated just north of the Niagara Adirondack Tie Line. NY PA purchased the
property in August 1960 for use as a microwave communications site. A microwave tower was erected on the
property, but was later removed from service. A portion of the property acquired in 1960 was subsequently
transferred to RG& E for its Station 80 substation, |eaving approximately 16.4 acres. No active NY PA facilities
remain on the property, nor are any planned. Transmission staff has determined that the remaining property is no
longer required for NY PA operations and is therefore considered surplus.

Title 5-A of Article 9 of the Public Authorities Law (the ‘ Act’) and the Authority’ s Guidelines for the
Disposal of Real Property (the ‘ Guidelines’) authorize the Authority, subject to Trustee approval, to dispose of
Authority real property deemed surplus for not less than its fair market value. No such disposition may be made
unless an appraisal of the value of the property has been carried out by an independent appraiser and the property
publicly advertised for sale.

An independent appraisal obtained by the Authority valued the property at $45,000. The property was
publicly advertised for bids. A single bid of $40,000 was received from RG&E. Thisinitial bid was deemed
inadequate and the bidder was so advised. Subsequently, RG& E resubmitted an offer for $60,000 and this bid was
deemed acceptable to the Authority.

FISCAL INFORMATION

Proceeds of such disposition will be deposited into the Authority’ s Operating Fund.

RECOMMENDATION

The Vice President — Transmission, the Acting Vice President — Procurement and the Director — Site
Purchasing, Materials Management and Real Estate recommend that the Trustees approve the sale of 16.4 acres of
real property located near Lehigh Station Road in the Town of Henrietta, Monroe County, shown on the map
attached hereto as Exhibit ‘2d i-A,’ to Rochester Gas and Electric Corporation, or its related entities, for the sum of
$60,000.

For the reasons stated, | recommend the approval of the above-requested action by adoption of the
resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer was unanimously
adopted.

RESOL VED, That pursuant to the provisions of
Article5, Title 1 of the Public Authorities Law, the Authority
her eby finds and deter mines that the sale of 16.4 acres of
surplusreal property located near Lehigh Station Road in the
Town of Henrietta, M onroe County, shown on the map
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attached hereto as Exhibit “2d i-A,” to Rochester Gasand
Electric Corporation, or itsrelated entities, for the sum of
$60,000, is reasonable and appropriate asrecommended in the
foregoing report of the President and Chief Executive Officer;
and beit further

RESOLVED, that the Acting Vice President —
Procurement and the Director — Site Purchasing, M aterials
Management and Real Estate, or designee, be, and hereby is,
authorized and directed to take such actions and execute on
behalf of the Authority such deeds and supporting documents
asarenecessary or desirableto dispose of such real property;
and beit further

RESOLVED, That the Chairman, the Vice Chair, the
President and Chief Executive Officer, the Chief Operating
Officer and all other officers of the Authority are, and each of
them hereby is, authorized on behalf of the Authority to do any
and all things and take any and all actions and execute and
deliver any and all agreements, certificates and other
documentsto effectuate the foregoing resolution, subject to the
approval of the form thereof by the Executive Vice President
and General Counsdl.
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e. FINANCE MATTERS
i. 2015 Revolving Credit Agreement

The President and Chief Executive Officer submitted the following report:

“SUMMARY

The Trustees are requested to approve a $600 million Revolving Credit Agreement (‘RCA’) with a
syndicate of four banks led by JPMorgan Chase Bank, N.A. (‘JPMorgan’) for an initial term extending to no later
than February 1, 2017, to replace an expiring agreement that provides liquidity support for the Authority’s Series 1,
2 and 3 Commercial Paper Notes, and to authorize two, one-year extensions of such RCA not to exceed February 1,
2019.

BACKGROUND

The Authority currently has $475 million of Series 1, 2 and 3 Commercial Paper Notes outstanding,
supporting numerous projects and programs including the Energy Efficiency program. In accordance with the
‘Resolution Authorizing Commercial Paper Notes adopted by the Authority on June 28, 1994, as amended,
supplemented, and restated, the Authority isrequired to maintain in full force and effect a Credit Agreement while
the Notes are outstanding. The current RCA will expire on January 20, 2015.

DISCUSSION

On October 27, 2014, the Authority issued a Request for Quotations in the New Y ork State Contract
Reporter inviting banks to submit proposals to provide a $600 million liquidity facility. On November 18, 2014, the
Authority received six proposals from banks, or syndicates of banks, meeting the minimum required long-term
credit rating of ‘ A+’ or comparable from Moody’s Investors Service (‘Moody’s'), Standard & Poor’s (‘S&P’), and
Fitch Ratings (‘ Fitch'). The six proposals received were from: JPMorgan on behalf of a syndicate of four banks for
the entire $600 million commitment; and separate proposals for less than the full $600 million commitment from TD
Bank N.A., Mizuho Bank LTD, Helaba, Bank of Montreal, and JPMorgan on behalf of a syndicate of two banks.

The review of the six proposals considered: 1) pricing to provide commitments and borrowings; 2) credit
quality of the banks; 3) trading differential on the Commercial Paper Notes based on the bank(s) providing the
liquidity; 4) whether the proposed terms and conditions under the agreement would be acceptable to the Authority;
and 5) investors' capacity for holding additional commercial paper notes supported by the bank(s). Based on this
review, staff is recommending the award of the liquidity facility to the JPMorgan led syndicate proposing the entire
$600 million commitment. On an overall basis, the JPMorgan led syndicate proposal provided competitive all-in
price terms and conditions, strong credit ratings, and is expected to give the Authority broad and liquid access to the
short-term credit markets.

Bank commitments and current ratings from Moody’s, S& P, and Fitch are as follows:

Commitment Current Rating
JPMorgan Chase Bank, N.A $200,000,000 Aa3/ A+ A+
TD Bank $175,000,000 Aa3/ AA-T AA-
State Street Bank and Trust Company $125,000,000 Aa3/ AA- | AA-
Wells Fargo Bank, N.A. $100,000,000 Aa3/ AA-1 AA-
Total $600,000,000

The syndicate would provide the credit facility for an annual commitment fee payable on the unused
amount of the facility and annual administrative fees totaling approximately $2.78 million. In the event the
Authority hasto draw on the line, the interest rate (the ‘Base Rate') would be the highest of the JPMorgan Prime
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Rate plus 1.5%, the Federal Fundsrate plus 2.0%, or 7.5% for the first 180 days. After 180 days, the loan would

convert to atwo-year term

loan at the Base Rate plus 1.0%.

JPMorgan’slegal feesfor execution of the Revolving Credit Agreement are not expected to exceed
$42,500 with a one-time arranging fee of $75,000.

FISCAL INFORMATION

The annual cost of the proposed line, along with the Administrative Agent and legal fees, will be paid from
the Operating Fund. A portion of fees commensurate with the percentage of Commercial Paper Notesissued in
support of the Energy Efficiency program will be fully recoverable from Energy Efficiency program participants.

RECOMMENDATION

The Treasurer recommends that the Trustees (1) approve the execution of the 2015 Revolving Credit
Agreement with the bank syndicate led by JPMorgan Chase Bank, N.A. with a borrowing capacity not to exceed
$600 million and for an initia term not to exceed February 1, 2017 and (2) authorize two, one-year extensions of
such agreement not to exceed February 1, 2019.

For the reasons stated, | recommend the approval of the above-requested action by adoption of the

resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer was unanimously

adopted.

RESOLVED, That the Trustees authorize the
execution by the Executive Vice President and Chief Financial
Officer or the Treasurer, subject to the approval of theform
ther eof by the Executive Vice President and General Counsel,
on behalf of the Authority, of the 2015 Revolving Credit
Agreement between the Authority and JPM organ Chase Bank,
N.A., as Administrative Agent and the bankslisted in the
foregoing report of the President and Chief Executive Officer,
with such Agreement having such termsand conditions asthe
executing officer deemsnecessary or advisable, such execution
to be conclusive evidence of such determinations, provided that
such Agreement shall have an initial term not exceeding
February 1, 2017 and shall not exceed $600 million in
borrowing capacity; and beit further

RESOLVED, That the Executive Vice President and
Chief Financial Officer or the Treasurer are, and each hereby
is, authorized to execute two, one-year extensions of the 2015
Revolving Credit Agreement, provided that such extensions
shall not in the aggr egate extend the Agreement beyond
February 1, 2019; and beit further

RESOLVED, That the Chairman, the Vice Chair, the
President and Chief Executive Officer, the Chief Operating
Officer, the Executive Vice President and General Counsel, the
Executive Vice President and Chief Financial Officer, the
Corporate Secretary, the Treasurer and all other officersof the
Authority be, and each of them hereby is, authorized and
directed, for and in the name and on behalf of the Authority, to
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do any and all things and take any and all actions and execute
and deliver any and all certificates, agreements and other
documentsthat they, or any of them, may deem necessary or
advisable to effectuate the foregoing resolutions, subject to
approval asto the form ther eof by the Executive Vice
President and General Counsal.
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DISCUSSION AGENDA:
3. Staff Reports:

a. Report of the President and Chief Executive Officer

Performance Scorecard:

President Quiniones reported that, based on the Performance Scorecard (Exhibit “3a-A”), NYPA’s
performance remains strong. The Energy Efficiency measure which wasindicated on the Scorecard as“ Below
Target” and the Environmental measure, “ Significantly Below Target” in the last report, are now trending more
positively. The“DART Rate” was also measured “ Significantly Below Target;” Mr. Phil Toia will report on this
measure when he presents the report on behalf of the Chief Operating Officer. He said the Authority has,
however, been trending positively on the Environmental metric and will continue to work on sustaining that
positive metric next year.

Strategic | nitiatives

President Quiniones said that staff has presented the Business Plans for the majority of the Authority's
strategic initiatives to the Board. In July the team presented the Business Plans for Knowledge Management and
Process Excellence and in October for Asset Management and Smart Generation and Transmission; at this
meeting staff will be presenting the Business Plan for Workforce Planning and in the first quarter of next year,
the Business Plan for Customer Energy Solutions.

President Quiniones said one of the challenges the Authority istrying to address is how the Authority
can more effectively communicate its strategic initiatives and what it is trying to achieve over the next five to ten
years. Hethen asked the Trusteesto view a short video which addresses the efforts being undertaken in order
that the Authority can be more effective in communicating its Strategic Plan to the employees and the public. He
said the video will show the Authority’s effortsin the area of infrastructure modernization, and covers both asset
management and smart generation and transmission. The video will be shown both inside and outside the
Authority in order to educate its employees, customers, and the public asit rolls out and implementsits Strategic
Plan.

In response to a question from Chairman Koelmel, President Quiniones said the Authority was having a
good year and it is hisopinion that it will finish strong both financially and operationally. Although it

experienced some challenges at the beginning of the year due to the polar vortex, he was pleased to report that
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the Operations staff did a tremendousjob in having all of the Authority' s assets available during those stressful
months. Hereiterated that the Authority has also launched its Strategic initiatives which will culminate with the
Customer Energy Solutionsin thefirst quarter of next year. He continued that, financially, the Authority was
doing well, and reminded the Board of the Authority’ s upgrades from the Rating Agencies, specifically, Standard
& Poor’sand Moody's. Operationally, the Authority is also doing really well, despite an emergent issue in one of
the four units at the Blenheim-Gilboa Plant which Mr. Phil Toia will speak on when he provides the Chief
Operating Officer’sreport on behalf of Ed Welz. Overall, he could not be more pleased with the performance of
the staff of the Power Authority. It isdoing really well -- it has a lot of capacity going into next year and the goal
istofinish strong. He said that, with all of the achievements the Authority is having thisyear, it will underrun its
O&M budget, which speaksto its fiscal prudence and discipline in running the Power Authority. President
Quiniones said the goal isto finish strong this year and to carry it forward next year. He ended by saying that he
will provide a more detailed list of 2014 accomplishments at the next meeting in January 2015.

Responding to further questioning from Chairman Koelmel, President Quiniones said he was of the
opinion that the Authority’ s challenge will be to make sure that it does not try to do too much too soon. Referring
to the six strategic initiatives, he said the Authority will need to calibrate all the activities surrounding each of the
initiatives, bearing in mind they are 5-10 year strategic plans. He continued that there are emerging issuesin the
industry such as cyber and physical security of the electric power system that are not unique to the Authority,
and the Authority has to respond to those issues, not only as they relate to regulations, and it has to be proactive
in managing therisksin those two areas. He added that he felt good about the Authority’s succession planning
process. He had previously reported that 30-40 percent of the employees are eligible for retirement over the next
five years and thisincludes key executives. That isanother area he continuesto be concerned about —
people/talent issues — and emerging risks like cyber security and physical security of the Authority’ s assets.

Responding to a question from Trustee Nicandri, President Quiniones said the Authority has been
tracking employee retirement and can report on that at either the Governance Committee or Board of Trustees
meeting so members can understand the dynamic changesin each of the groupingsin the demographics related
to thisissue. He said the Authority watches this very closely because, as a generation and transmission company,

itiscritical that the Authority attract and retain the right talent to run its assets, going forward.
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b. Report of the Chief Operating Officer

Mr. Philip Toia, Vice President of Transmission, provided highlights of the Chief Operating Officer’s
report to the Trustees. (Exhibit “3b-A")

Performance Summary

e Operations have continued its strong generation and transmission performance in 2014.

e Y-T-D the Generation Market Readiness metricsis at 99.55% vs. the target of 99.4%.

However, as President Quinionesindicated, and asreported at the last meeting, staff discovered a
problem during a maintenance outage on one of the Blenheim-Gilboa generating units, resulting in a
forced outage starting December 6. Thisforced outage will result in a projected year-end generation
market readiness metrics of 98.81% below the target of 99.4%. The contract for repairsisin place and
the work is expected to be completed by June 2015. The other units have been inspected and those tests
have indicated that the problem isisolated to just that one unit.

e TheTransmission reliability is96.91%, also exceeding the Y-T-D target of 96.26%. It isexpected that
the Authority will exceed the year-end transmission reliability target of 96.42%

e The Authority experienced one environmental incident in November, resulting in 26 events Y-T-D vs. the
target of 30. It expectsto meet the annual target of 32.

e TheY-T-D DART rateis 1.23, which isover thetarget of 0.78. Thetrend hasbeen improving over the
last eight months after the rough start at the beginning of the year. The Authority’s current DART rate
isbelow the Bureau of Labor Statistics (“ BLS") rate of 1.40 for utilities. Asdiscussed at previous
meetings, NYPA's goal of 0.78 isa stretch goal set at one-half the BLSrate. Operations staff has taken
many steps this year to address safety, including ergonomics training, company-wide safety
presentations and a greater emphasis on preventing dips, trips and falls, which have been a large
portion of the Authority’ s safety events, and those activities have contributed to the improving trend the
Authority has seen over the year.

Responding to a question from Trustee Nicandri, Mr. Toia said that during the B-G LEM Program a
potential problem was identified on one of the Units. During the maintenance outage and inspection the actual
problem was identified; however, steps were already in place to address the problem. Mr. Welz added that at their

meeting in October, the Board had approved the award of a contract to GE for the repairs to that Unit.
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In response to a question from Chairman Koelmel, Mr. Welz said the problem with the Unit will not
affect the Authority operationally since B-G usually does not run four Units at the same time, so it would not be a
significant issue for the Authority with regard to energy production.

Responding to further questioning from Trustee Nicandri, President Quiniones said the Authority rarely
ran all four units at the B-G Plant at the sametime.

In response to a question from Trustee Mahoney, Mr. Toia said the safety metrics used previously was a
recordable rate; but the DART (Days Away Restricted or Transferred) Rate better reflects the severity of an

injury rather than just a recordable incidents.
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c. Report of the Chief Financial Officer

Mr. Robert Lurie presented highlights of the Chief Financial Officer’sreport to the Trustees. (Exhibit
13 3C_AH)

Financial Summary

| Net income through November 30, 2014, was $259.2 million, which was $95.5 million higher than
the budget:

B Higher margins on market-based sales ($33.8 million) primarily due to higher market energy
prices during the winter months were partially offset by the impact of lower energy prices due
to the mild summer weather.

®  Lower O&M ($16.8 million) and other operating expenses ($40.4 million) including
underrunsin non-recurring projects, industrial incentive awards, and the energy
efficiency and solar market acceleration programs.

B Non-operating income was higher by $9.8 million including insurance reimbursements
related to prior year transformer equipment failures, and the positive impact of a mark-
to-market gain on the Authority’ s investment portfolio due to lower market interest
rates.

B Net income for November was $28.2 million, which was $14.7 million higher than budgeted
including higher margins or sales (higher hydro production) and lower operating expenses.

B Projected net income for 2014 is expected to significantly exceed the budget primarily due to the
positive variances described above and continued higher hydro generation in December.

Mr. Lurie said cost control and very positive hydro flows are major factors for these results.

Mr. Lurie continued that, as President Quiniones mentioned earlier, the Authority’s credit rating for the
year was upgraded by both Moody's and Standard & Poor’s and the Authority is hopeful for the same from
rating from Fitch. The Authority has very strong debt service coverage and a low debt capital ratio. 1ts power
generation has been above budget, a strong contributor to the positive results. The Authority received itsfirst
installment of $18 million in repayment of its state loan this year and it is scheduled to receive $21 million next

year.
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In response to a question from Chairman Koelmel, Mr. Lurie said the difference between the ratings
(AA and AA1) may be approximately 5 basis point; if the Authority had a bad year, it would not losea lot. He

said the upgrade also puts the Authority in a high credit category.
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4, FINANCE MATTERS

2015 Operating Budget and Filing of the 2015-2018
Four-Year Financial Plan Pursuant to Regulations
of the Office of the State Comptroller

The President and Chief Executive Officer submitted the following report:

“SUMMARY

The Trustees are requested to approve the 2015 Operating Budget, Operations and Maintenance (fO&M?)
Budget, Capital Budget and Energy Services Budget for the Power Authority. The Operating Budget sets forth the
expected revenues and expenses of the Authority and includes the recommended 2015 O& M Budget, the Capital
Budget and the Energy Services Budget (see attached Exhibits ‘4-A," ‘4-B,’ ‘4-C’ and ‘'4-D,’ respectively) in the
following amounts:

2015 Budget ($ million)
O&M $446.6
Capita $263.4
Energy Services $239.3

Also, in accordance with regulations of the Office of the State Comptroller (*OSC’), the Trustees are
requested to approve the 2015-2018 Four-Y ear Financial Plan (‘Four-Y ear Financial Plan’ — see attached Exhibit ‘ 4-
E’) and authorize: (i) submitting the approved Four-Y ear Financial Plan to OSC, (ii) posting the approved Four-Y ear
Financial Plan on the Authority’s website and (iii) making the approved Four-Y ear Financial Plan available for
public inspection at not less than five convenient public places throughout New Y ork State.

BACKGROUND

The Authority is committed to providing clean, low-cost and reliable energy consistent with its
commitment to the environment and safety, while promoting economic development and job development, energy
efficiency, renewables and innovation, for the benefit of our customers and all New Y orkers. The 2015 Budgets are
intended to provide the Authority’ s operating facilities and support organizations with the resources needed to meet
this overall mission and the Authority’ s strategic objectives.

The OSC implemented regulations in March 2006 addressing the preparation of annual budgets and four-
year financial plans by ‘covered’ public authorities, including the Authority. (See 2 NY CRR Part 203 (‘ Part 203")).
These regulations establish various procedural and substantive requirements, discussed below, relating to the
budgets and financial plans of public authorities. The Budget and Four-Y ear Financial Plan have been prepared in
accordance with these regulations.

In approving the 2015 O& M, Capital and Energy Services Budgets, the Trustees will be authorizing
spending for 2015 operations, spending for capital projects and general plant purchases of $750,000 or less. The
2015 Budget includes requests for 15 new positions. |1n accordance with the Authority’ s Expenditure Authorization
Procedures, the President and Chief Executive Officer may, during the course of the year, authorize an additional
1.0% in the O& M Budget, up to 15 new positions, capital projects of $3 million or less, or an increase in spending
of no more than $1 million to a capital project previously approved by the Trustees. All other spending
authorizations must be approved by the Trustees.
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DISCUSSION

O&M Budget

The base O&M Budget of $399.2 million (Exhibit ‘4-B’) reflects a continued concentration on the effective
operation and maintenance of the Authority’s critical investmentsin New Y ork State’s electric infrastructure. In addition,
thereis a new focus on strategic investments, which total $47.4 million.

The 2015 O& M Budget for Operations provides $217 million for baseline, or recurring, work. In addition
to the baseline work, scheduled maintenance outages at the Flynn plant, the 500 MW plant and the Small Clean
Power Plants (totaling $21 million) and planned enhancements in non-recurring maintenance work at the operating
facilities (totaling $59 million) are designed to support high reliability goals. Some of the major non-recurring
projectsinclude: Marcy Auto Transformer 1& 2 Assessment and Refurbishment ($4.2 million); Massena
Autobreakers 1& 2 Reactor Banks Refurbishment ($3.3 million); Joint Works with Ontario-Hydro ($2.7 million); St.
Lawrence Region Tower Painting ($2.3 million); Blenheim-Gilboa Rotor Repair Program ($2.1 million); RMNPP
Headgate Refurbishment ($2.0 million) and the LPGP Pier/Face Concrete Inspection and Replacement ($1.7
million).

Most of the increase in the budget for the support functions ($5.5 million) consists of implementation of IT
cloud based software solutions for Risk Management, Procurement and Human Resources and Ernst & Young' s full
year support for NYPA's Internal Audit Department.

There is $47.4 million of Strategic Investments in the 2015 Budget that will enhance current NY PA
operations and expand its energy services business. The major Strategic Investments are Customer Energy
Solutions ($25.5 million), Smart Generation & Transmission ($17.7 million) and Asset Management ($3.4 million).

The Astoria Energy |1 Budget totals $27.4 million and represents the contractual O& M costs for the plant,
which was placed in commercial operationsin New York City in July 2011. These costs are being recovered from
the Authority’s New Y ork City Governmental customers, who are beneficiaries of the outputs of these projects, viaa
long-term contract.

Capital Budget

The 2015 Capital Budget (Exhibit ‘4-C’) totals $263.4 million, a decrease of $15.8 million from the 2014
Budget. Of thisamount, $151.2 million — or 57% of the total — represents planned investments in the Authority’s
Upstate New Y ork facilities at Niagaraand St. Lawrence, as well asin its statewide Transmission network.
Significant capital projects for 2015 include the Lewiston Pump Generation Plant Life Extension and M odernization
(‘LEM"), ($36.3 million), the Niagara Switchyard Life Extension and Modernization (‘LEM’), ($18.4 million), the
Massena 765/230 kV Autotransformer Replacement, ($14.8 million), Marcy South Series Compensation, ($12.7
million), the Flynn Outage Work, ($11.1 million), the St. Lawrence Breaker and Relay Replacement, ($9.7 million),
the SCPP Black Start at Hellgate and Harlem River, ($8.7 million), the Blenheim-Gilboa Facility |mprovement,
($7.3 million) and implementation of Critical Infrastructure Protocol (‘CIP’) Version 5 Standard Requirements as
required by the North American Electric Reliability Corporation, (‘NERC'), ($12.4 million).

The Capital Budget includes $13.8 million of minor additions, general plant and fleet purchases that will be
authorized by approval of this budget.

Enerqgy Services Budget

The 2015 Budget for Energy Services and Technologies (Exhibit ‘4-D’) totals $239.3 million, an increase
of $17.0 million over the 2014 Budget. These expenditures will be subsequently recovered over time from the
benefiting customers. The Budget includes increased funding for energy efficiency projects for Authority customers
and other eligible entities as the Authority strives to support Governor Cuomo’s improved energy efficiency and
clean, renewable energy goals.
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Operating Budget

The 2015 Operating Budget (Exhibit ‘4-A’) sets forth the expected revenues and expenses of the Authority
on aProject/Market Area basis and serves as the basis for the Authority’s financia reporting during the year.
Expected revenues received from customers are based on contracts and tariffs that are approved by the Trustees.
Market-based sales of any surplus energy from the Authority’ s generating facilities or purchases made on behalf of
customers (except for those made through previoudly approved purchased power agreements) are assumed to be
transacted at the market clearing price in the wholesale market. Projected expensesfor O& M are detailed above.
The Other Expenses category largely reflects various accruals (e.g., Other Post-Employment Benefit prior service
obligations) and other miscellaneous expenses for which Trustee approval is sought on a case-by-case basis. Also
reflected in the 2015 Operating Budget is an assumed level of contributionsto New Y ork State totaling $90 million.
Any such contribution may only be made if authorized by the Legisature and upon a determination (not requested at
thistime) by the Trustees that the payment would be feasible and advisable at the time of such disbursement.

Four-Y ear Financial Plan

Under Part 203 of the OSC Regulations, the Trustees are required to adopt a 2015 Budget and Four-Y ear
Financial Plan (Exhibit ‘4-E’). The 2015 Budget, which isthe first year of the Four-Y ear Financial Plan, isbeing
brought to the Board for approval at thistime. The remaining three years are indicative forecasts. The approved
Four-Y ear Financial Plan must be available for public inspection not less than seven days before the commencement
of the next fiscal year for a period of not less than 45 days and in not less than five convenient public places
throughout the State. The approved Four-Y ear Financial Plan must also be submitted to OSC, via electronic filing
through the Public Authorities Reporting Information System maintained by OSC and the Authority Budget Office,
within seven days of approval by the Trustees. The regulations also require the Authority to post the Four-Y ear
Financial Plan onits Web site.

Under Part 203, each approved Four-Y ear Financial Plan must be shown on both an accrual and cash basis
and be prepared in accordance with generally accepted accounting principles; be based on reasonable assumptions
and methods of estimation; be organized in a manner consistent with the public authority’ s programmatic and
functional activities; include detailed estimates of projected operating revenues and sources of funding; contain
detailed estimates of personal service expenses related to employees and outside contractors; list detailed estimates
of non-personal service operating expenses and include estimates of projected debt service and capital project
expenditures.

Other key elements that must be incorporated in each approved Budget and Four-Y ear Financial Plan are a
description of the budget process and the principal assumptions, as well as a self-assessment of risks to the budget
and financial plan. Additionally, the approved Four-Y ear Financial Plan must include a certification by the Chief
Operating Officer.

FISCAL INFORMATION

Payment of O& M expenses will be made from the Operating Fund. Payment for Capital and Energy
Services expenditures will be made from the Capital Fund and the Energy Conservation Construction and
Effectuation Fund, respectively. Monies of up to $313.4 million from the Operating Fund will be transferred to the
Capital Fund for capital expenditures, provided that at the time of withdrawal of such amount or portions of such
amount, the monies withdrawn are not then needed for any of the purposes specified in Sections 503(1)(a)-(c) of the
General Resolution Authorizing Revenue Obligations, as amended and supplemented. The 2015 Operating Budget
shows adeguate earnings levels so that the Authority may maintain its financial goals for cash flow and reserve
requirements.

The Four-Y ear Financial Plan net income estimates for each of the years 2016 through 2018 are indicative

forecasts and the Trustees are not being asked to approve any revenue and expenditure amounts for those years at
thistime.
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RECOMMENDATION

The Vice President — Budgets and Business Controls and the Vice President — Financial Planning
recommend the Trustees approve the 2015 Operation and Maintenance, Capital and Energy Services Budgets and
the Operating Budget as discussed herein and authorize (i) submitting the approved Four-Y ear Financial Plan to the
Office of the State Comptroller in the prescribed format, (ii) posting the approved Four-Y ear Financial Plan on the
Authority’s Web site and (iii) making the approved Four-Y ear Financial Plan available for public inspection at not
less than five convenient public locations throughout New Y ork State.

For the reasons stated, | recommend the approval of the above-requested actions by adoption of the
resolution below.”

Mr. Robert Lurie presented highlights of the report to the Trustees.

In response to a question from Vice Chairman Mahoney, Mr. Lurie said that the guidance from
the state that the O& M budget stays under 2% growth appliesto state agencies rather than an operating
Authority such asthe Power Authority.

Responding to further questioning from Vice Chair Mahoney, President Quiniones said state
agencies and Authorities does distinguish between recurring and non-recurring expenditures; however,
following the spirit of the goal set by the Governor for state agencies and Authorities, NYPA always |ook
at it from the perspective of itsrecurring O& M budget, not on the cycle of non-recurring expenditures.

Responding to further questioning from Vice Chair Mahoney, Mr. Lurie said scheduled
overhaulsareincluded in the NYPA’s budget as part of the O& M budget as non-recurring O& M
expenses. Other types of major repairs, e.g., LEM, are part of the capital budget.

In response to still further questioning from Vice Chair Mahoney, Mr. Lurie said the strategic
initiatives, although one-time start-up costs, are part of the O& M budget because of the general
accounting standards, and, as such, have to be accounted for as operating expenses as opposed to capital
expenses even if they are one-time expenses. Thisisin keeping with amortization and accounting rules.

In response to another question from Vice Chair Mahoney, President Quiniones said the price
of oil does not have a direct impact on the Authority. On the power side, the cost of electricity istied
more to natural gas prices.

In response to a question from Chairman Koelmel, Mr. Lurie said the Authority currently has
approximately 1700 employees and expects that number to increase by about 15 positions due to the
start-up expenses for the strategic initiatives. Asfar asthe Authority’ s core business, the positions

remain the same. President Quiniones added that in its other strategic initiatives, such as Process
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Excellence and Knowledge Management, the Authority is also looking to achieve productivity savings as
it continues to manage the “ people” and “talent” side of its business.

In response to a question from Trustee Nicandri, President Quiniones said the Authority
continues to work with its SENY governmental customers and other strategic partnersto assume some of
the costs of HPT as a rate-base to lessen the Authority’ sburden. Thisisan on-going process that the
Authority will continue to pursue, going forward.

The following resolution, as submitted by the President and Chief Executive Officer, was unanimously
adopted.

RESOLVED, That the 2015 Operating Budget,
specifically including the 2015 Budgets for Operation and
Maintenance, Capital and Energy Services expenditures, as
discussed in the foregoing report of the President and Chief
Executive Officer, are hereby approved; and beit further

RESOLVED, That up to $313.4 million of moniesin
the Operating Fund ar e her eby authorized to be withdrawn
from such Fund and deposited in the Capital Fund, provided
that at the time of withdrawal of such amount or portions of
such amount, the monieswithdrawn are not then needed for
any of the pur poses specified in Sections 503(1)(a)-(c) of the
General Resolution Authorizing Revenue Obligations as
amended and supplemented, with the satisfaction of such
condition being evidenced by a certificate of the Treasurer or
the Deputy Treasurer; and beit further

RESOLVED, That pursuant to 2 NYCRR Part 203,
the attached 2015-2018 Four-Year Financial Plan, including its
certification by the Chief Operating Officer, isapproved in
accordance with the foregoing report of the President and
Chief Executive Officer; and be it further

RESOLVED, That pursuant to 2 NYCRR Part 203,
the Corporate Secretary be, and hereby is, authorized to
submit the approved Four-Year Financial Plan to the Office of
the State Comptroller in the prescribed format, post the
approved Four-Year Financial Plan on the Authority’ swebsite
and make the approved Four-Year Financial Plan available for
public inspection at not less than five convenient public places
throughout New York State; and beit further

RESOLVED, That the Chairman, the Vice Chair, the
President and Chief Executive Officer, the Chief Operating
Officer and all other officers of the Authority are, and each of
them hereby is, authorized on behalf of the Authority to do any
and all things and take any and all actions and execute and
deliver any and all agreements, certificates and other
documentsto effectuate the foregoing resolution, subject to the
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approval of the form thereof by the Executive Vice President
and General Counsel.
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5. POWER ALLOCATIONS:

a. Recharge New York Power Allocations

The President and Chief Executive Officer submitted the following report:
“SUMMARY
The Trustees are requested to:

1. Approvealocations of Recharge New York (‘RNY’) Power available for ‘retention’ purposes to the
businesses listed in Exhibit ‘5-A;’

2. Approve allocations of RNY Power available for ‘expansion’ purposes to the businesses listed in Exhibit
‘5-B;” and

3. Approve the transfers of RNY Power identified in Exhibit ‘5-E.’

These actions have been recommended and/or approved by the Economic Development Power Allocation
Board (‘EDPAB’) at its December 15, 2014 meeting.

BACKGROUND

On April 14, 2011, Governor Andrew M. Cuomo signed into law the RNY Power Program as part of
Chapter 60 (Part CC) of the Laws of 2011 (‘ Chapter 60’). The program makes available 910 megawatts (‘ MW’) of
‘RNY Power,” 50% of which will be provided by the Authority’ s hydropower resources and 50% of which will be
procured by the Authority from other sources. RNY Power contracts can be for aterm of up to seven yearsin
exchange for job and capital investment commitments.

RNY Power is available to businesses and not-for-profit corporations for job retention and business
expansion and attraction purposes. Specifically, Chapter 60 provides that at least 350 MW of RNY Power shall be
dedicated to facilitiesin the service territories served by the New Y ork State Electric and Gas, National Grid and
Rochester Gas and Electric utility companies; at least 200 MW of RNY Power shall be dedicated to the purpose of
attracting new businesses and encouraging expansion of existing businesses statewide; and up to 100 MW shall be
dedicated for eligible not-for-profit corporations and eligible small businesses statewide.

Under the statute, ‘eligible applicant’ is defined to mean an eligible business, eligible small business, or
eligible not-for-profit corporation; however, an digible applicant shall not include retail businesses as defined by
EDPAB, including, without limitation, sports venues, gaming or entertainment-related establishments or places of
overnight accommodations. At its meeting on April 24, 2012, EDPAB defined aretail business as abusinessthat is
primarily used in making retail sales of goods or services to customers who personally visit such facilities to obtain
goods or services, consistent with the rules previously promulgated by EDPAB for implementation of the
Authority’ s Economic Devel opment Power program.

Prior to entering into a contract with an eligible applicant for the sale of RNY Power, and prior to the
provision of electric servicerelating to aRNY Power allocation, the Authority must offer each eligible applicant that
has received an award of RNY Power the option to decline to purchase the RNY Market Power component of such
award. If the applicant declines to purchase the RNY Market Power component from the Authority, the Authority
has no responsibility for supplying RNY Market Power component of the award.

RNY/, asthe new economic development power program unrelated to the previous Power for Jobs (‘ PFJ')
and Energy Cost Savings Benefit ('ECSB’) programs, required customers participating in such programs on its
sunset date on June 30, 2012, to apply for RNY in order to be considered for aRNY Power allocation. All RNY
applications are considered solely on their merits under the criteria established by the RNY legidlation.
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PFJ and ECSB customers who submitted applications prior to June 30, 2012 and who did not receive a
RNY Power alocation were considered for the transitional electricity discount (‘' TED’). Pursuant to section 188-a
of the economic development law, the Authority is authorized, as deemed feasible and advisable by the Trustees, to
provide such TED as recommended by EDPAB. The amount of the TED for the period of July 1, 2012 through June
30, 2014 shall be equivalent to 66% of the unit (per kilowatt-hour) value of the savings received by the applicant
under the PFJ or ECSB during the 12 months ending on December 31, 2010. The amount of the TED for the period
July 1, 2014 through June 30, 2016 shall be equivalent to 33% of the unit (per kilowatt-hour) value of the savings
received by the applicant under the PFJ or ECSB during the 12 months ending on December 31, 2010.

As part of Governor Andrew M. Cuomo’ sinitiative to foster business activity and streamline economic
development, applications for all statewide economic development programs, including the RNY Power Program,
have been incorporated into a single on-line Consolidated Funding Application ( CFA’) marking afundamental shift
in how State economic development resources are marketed and allocated. Beginning in September 2011, the CFA
was available to applicants. The CFA continuesto serve as an efficient and effective tool to streamline and expedite
the State's efforts to generate sustainable economic growth and employment opportunities. All applicationsthat are
considered for an RNY Power allocation are submitted through the CFA process.

Applicationsfor RNY Power are subject to a competitive evaluation process and are eval uated based on
the following criteria set forth in the statutes providing for the RNY Power Program (the ‘RNY Statutes'):

‘(i) the significance of the cost of electricity to the applicant's overall cost of doing business, and the impact
that arecharge New Y ork power allocation will have on the applicant's operating costs;

(i) the extent to which arecharge New Y ork power allocation will result in new capital investment in the
state by the applicant;

(iii) the extent to which arecharge New Y ork power allocation is consistent with any regional economic
development council strategies and priorities;

(iv) the type and cost of buildings, equipment and facilities to be constructed, enlarged or installed if the
applicant were to receive an allocation;

(v) the applicant's payroll, salaries, benefits and number of jobs at the facility for which arecharge New
Y ork power allocation is requested;

(vi) the number of jobs that will be created or retained within the state in relation to the requested recharge
New Y ork power allocation, and the extent to which the applicant will agree to commit to creating or
retaining such jobs as a condition to receiving arecharge New Y ork power allocation;

(vii) whether the applicant, due to the cost of electricity, isat risk of closing or curtailing facilities or
operations in the state, relocating facilities or operations out of the state, or losing a significant number of
jobsin the state, in the absence of arecharge New Y ork power allocation;

(viii) the significance of the applicant's facility that would receive the recharge New Y ork power allocation
to the economy of the areain which such facility islocated;

(ix) the extent to which the applicant hasinvested in energy efficiency measures, will agree to participate
in or perform energy audits of itsfacilities, will agree to participate in energy efficiency programs of the
authority, or will commit to implement or otherwise make tangible investmentsin energy efficiency
measures as a condition to receiving arecharge New Y ork power allocation;

(x) whether the applicant receives a hydroel ectric power allocation or benefits supported by the sale of
hydroel ectric power under another program administered in whole or in part by the authority;

65



December 16, 2014

(xi) the extent to which arecharge New Y ork power allocation will result in an advantage for an applicant
in relation to the applicant’ s competitors within the state; and

(xii) in addition to the foregoing criteria, in the case of a not-for-profit corporation, whether the applicant
provides critical services or substantial benefits to the local community in which the facility for which the
alocation isrequested islocated.’

Based on the eval uation of these criteria, the applications were scored and ranked. Evaluations also
considered scores provided by the relevant Regional Economic Development Council under the third and eighth
criteria.

In arriving at recommendations for RNY Power for EDPAB’ s consideration, staff, among other things,
attempted to maximize the economic benefits of low-cost NY PA hydropower, the critical state asset at the core of
the RNY Power Program, while attempting to ensure that each recipient receives a meaningful RNY Power
allocation.

Business applicants with relatively high scores were recommended for allocations of retention RNY Power
of 50% of the requested amount or average historic demand, whichever was lower. These allocations were capped
at 10 MW for any recommended allocation. Not-for-profit corporation applicants that scored relatively high were
recommended for allocations of 33% of the requested amount or average historic demand, whichever was lower.
These allocations were capped at 5 MW. Applicants currently receiving hydropower allocations under other
Authority power programs were recommended for allocations of RNY Power of 25% of the requested amount,
subject to the caps as stated above.

RNY Power allocations have been awarded by the Trustees on nine prior occasions spanning from April
2012 through July 2014. Thereis currently 54.9 MW of unallocated RNY Power of the 710 MW block made
available for business ‘retention’ purposes. Of that 710 MW retention block, 100 MW was set aside for not-for-
profit corporations and small businesses, of which 5.7 MW is available to alocate to such entities. Lastly, thereis
118.7 MW of unallocated RNY Power of the 200 MW block made available for business ‘expansion’ purposes.
These figures reflect Trustee actions on RNY Power applications taken prior to any actions the Trustees take today.

DISCUSSION

1. Retention-Based RNY Power Allocations — Action Item

The Trustees are asked to address applications submitted via the CFA processfor RNY Power retention-
based alocations. Consistent with the evaluation process as described above, EDPAB recommended at its
December 15, 2014 meeting that RN'Y Power retention allocations be awarded to the businesses listed in Exhibit ‘5-
A." Each business has committed to create or retain jobsin New Y ork State and to make capital investmentsin
exchange for the recommended RNY Power allocations.

The RNY Power ‘retention’ allocationsidentified in Exhibit ‘5-A’ are each recommended for aterm of
seven years except where otherwise indicated. An allocation recommended by EDPAB qualifies the subject
applicant to enter into a contract with the Authority for the purchase of the RNY Power. The Authority’s standard
RNY Power contract template, approved by the Trustees at their March 27, 2012 meeting, contains provisions
addressing such things as effective periodic audits of the recipient of an allocation for the purpose of determining
contract and program compliance, and for the partial or complete withdrawal of an allocation if the recipient failsto
maintain mutually agreed upon commitments, relating to among other things, employment levels, power utilization,
and capital investments. In addition, thereis arequirement that a recipient of an allocation perform an energy
efficiency audit at its facility not less than once during the first five years of the term of the allocation.

Asnoted in Exhibit ‘5-A," some of these applicants are also being recommended for expansi on-based
allocations, having satisfied the criteria for both components of the RNY Power Program.
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2. Expansion-Based RNY Power Allocations— Action Item

The Trustees are also asked to address applications submitted for RNY Power expansion-based allocations
viathe CFA process which request alocations from the 200 MW block of RNY Power dedicated by statute for *for-
profit’ businesses that propose to expand existing businesses or create new businessin the State. These applications
sought a RNY Power alocation for either (i) expansion only, in the case of a new business or facility, or (ii)
expansion and retention, in the case of an existing business. EDPAB recommended at its December 15, 2014
meeting that RNY Power expansion-based allocations be made to the businesses listed in Exhibit ‘5-B.” Each such
allocation would be for aterm of seven years.

As with the eval uation process used for the retention recommendations described above, applications for
the expansion-based RNY Power were scored based on the statutory criteria, albeit with a focus on information
regarding each applicants’ specific project to expand or create their new facility or business (e.g., the expansion
project’s cost, associated job creation, and new electric load due to the expansion).

The respective amounts of the expansion-related allocations listed in Exhibit ‘5-B’ are largely intended to
provide approximately 70% of the individual expansion projects’ estimated new electric load. Because these
projects have estimated new electric load amounts, and to ensure that an applicant’ s overestimation of the amount
needed would not cause that applicant to receive a higher proportion of RNY Power to new load, the allocationsin
Exhibit ‘5-B’ are recommended based on an ‘up to’ amount basis. Each of these applicants would be required to,
among other commitments, add the new electric load as stated in its application, and would be allowed to use up to
the amount of their RNY Power allocation in the same proportion of the RNY Power allocation to requested load as
stated in Exhibit ‘5-B.” The contracts for these allocations would also contain the standard provisions previously
summarized in the last paragraph of Section 1 above.

3. Ineligibility Determination — Informational Item

In the process of reviewing the current round of applications for RNY Power, EDPAB determined that the
applicants listed on Exhibit 5-‘C’ seek RNY Power for a business that constitutes a retail business as defined by
EDPAB, and therefore are not eligible to receive RNY Power. No action isrequired by the Trustees on these
applications.

4. Applications Not Considered or Not Recommended — Informational Item

Asindicated on Exhibit ‘'5-D,” EDPAB determined as of the date of its meeting not to consider the eighteen
pending applications for RNY Power alocations. The applications were not considered for one or more of the
following reasons: (i) the application was withdrawn; (ii) the applicant does not have a demand meter; (iii) the
applicant was not responsive to outreach, leaving the application currently incomplete; and/or (iv) the applicant was
a Transitional Electricity Discount (‘ TED’) beneficiary. One applicant was not recommended for an award because
its demand usage did not meet the level necessary to warrant an allocation. No action is required by the Trustees on
these applications.

5. Transfer of RNY Power —Action ltem

At its December 15, 2014 meeting, EDPAB approved and recommended that the Trustees approve the
transfer of three RNY Power allocations for the reasons set forth on Exhibit ‘5-E.” The customer’s total facility job
and capital investment commitments would not change. Staff recommends that the Trustees also approve the
transfers. The Trustees have previously authorized transfers of RNY Power and other Authority power productsin
similar circumstances.

RECOMMENDATION

The Manager — Business Power Allocations and Compliance recommends that the Trustees: (1) approve
the allocations of RNY Power for retention purposes to the businesses listed in ‘5-A’ asindicated therein; (2)
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approve the allocations of RNY Power for expansion purposes to the businesses listed in Exhibit ‘5-B’ as indicated
therein; and (3) authorize the transfer of the RNY Power alocationsidentified in Exhibit ‘5-E’ asindicated therein.

For the reasons stated, | recommend the approval of the above-requested action by adoption of the

resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer was adopted with the
exclusion of Century Mold Company, Inc., Diamond Packaging Holdings, LLC, Nicholas H. Noyes Memorial
Hospital Inc., HSBC USA, Inc., and Wendt Corporation (Exhibit 5-A), because the conflicts of interest filed by
Trustee Flynn resulted in afailure to attain the required number of votes necessary for their approval.

WHEREAS, the Economic Development Power
Allocation Board (“ EDPAB”) hasrecommended that the
Authority award Recharge New York (“RNY") Power
allocationsfor retention purposesto the applicantslisted in
Exhibit “5-A” in the amountsindicated; and

WHEREAS, EDPAB hasrecommended that the
Authority award RNY Power allocationsfor expansion
purposesto the applicantslisted in Exhibit “5-B” in the
amountsindicated; and

WHEREAS, EDPAB has approved and/or
recommended the transfer of the RNY Power allocations
identified in Exhibit “5-E” asindicated therein;

NOW THEREFORE BE IT RESOLVED, That the
Authority hereby authorizesthe allocations of RNY Power for
retention purposesto the applicantslisted in Exhibit “5-A” in
accordance with theterms described in the foregoing report of
the President and Chief Executive Officer; and beit further

RESOLVED, That the Authority hereby authorizes
the allocations of RNY Power for expansion purposesto the
applicantslisted in Exhibit “5-B” in accordance with theterms
described in the foregoing report of the President and Chief
Executive Officer; and beit further

RESOLVED, That the Authority hereby authorizes
thetransfer of the RNY Power allocationsidentified in Exhibit
“5-E” in accordance with the terms described in the foregoing
report of the President and Chief Executive Officer; and beit
further

RESOLVED, That the Chairman, the Vice Chair, the
President and Chief Executive Officer, the Chief Operating
Officer and all other officers of the Authority are, and each of
them hereby is, authorized on behalf of the Authority to do any
and all things, take any and all actions and execute and deliver
any and all agreements, certificates and other documentsto
effectuate the foregoing resolution, subject to the approval of
the form ther eof by the Executive Vice President and General
Counsdl.
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b. Preservation Power Allocation and Notice of Public Hearing

The President and Chief Executive Officer submitted the following report:
“SUMMARY

The Trustees are requested to approve a 4,000 kilowatt (‘kW'’) allocation of available Preservation Power
(‘PP’) to St. Lawrence Zinc Company, LLC (*SLZC') for use at a project located in Gouverneur, St. Lawrence
County, NY, as further described herein and in Exhibits ‘5b-A’ and ‘5b-A-1." This allocation would support capital
expansion of $33.8 million and the creation of 100 jobsin Northern New York (‘NNY’). The Trustees are also
requested to authorize a public hearing pursuant to Public Authorities Law (‘PAL’) 81009 on the proposed direct
sale contract, the current form of which is attached as Exhibit ‘5b-B.’

BACKGROUND

In 2005, the New Y ork State Legidature enacted, and the Governor signed, Chapter 313 of the Laws of
2005, which established the PP program set forth in 81005(13) of Public Authorities Law. The program allows
businessesin NNY to be served with low-cost hydroelectric power from the Authority’s St. Lawrence/ FDR Power
Project. This program governs the allocation of any power relinquished from the block of 490 megawatts (‘MW’) of
St. Lawrence/FDR Project firm and interruptible power sold to Alcoa and the former GM-Massena facility. The law
authorizes the allocation of Preservation Power to businessesin Franklin, Jefferson and St. Lawrence counties and
applies the same all ocation criteria that pertain to the all ocations of Replacement Power and Expansion Power.

Each application for an allocation of PP must be eval uated under criteria that include, but need not be
limited to, those contained in PAL § 1005(13)(a), which sets forth general eligibility requirements. Thereis
currently 6.350 MW of PP available to allocate to qualified businesses.

Among the factors to be considered when evaluating a request for an allocation of hydropower are the
number of jobs created as a result of the allocation; the business’ long-term commitment to the region as evidenced
by the current and/or planned capital investment in the business’ facilities in the region; the ratio of the number of
jobs to be created to the amount of power requested; the types of jobs created, as measured by wage and benefit
levels, security and stability of employment and the type and cost of buildings, equipment and facilities to be
constructed, enlarged or installed.

The Authority works closely with business associations, local distribution companies and economic
development entities to garner support for the projects to be recommended for allocations of Authority hydropower.
For PP, NY PA confers with Franklin, Jefferson and St. Lawrence counties along with the NNY representative of the
Empire State Development Corporation (‘ESD’) to coordinate other economic development incentives that may help
bring projectsto New York State. Staff discusses potential recommendations with these entities to help maximize
the value of hydropower to improve the economy of NNY and New Y ork State. Each organization has expressed
support for the following recommended allocation.

DISCUSSION

Background

Northern Zinc LLC (‘NZ') has submitted an application on behalf of SLZC for hydropower requesting
8,100 kW in connection with plans to purchase, open, refurbish and operate a 2,700-acre mine and mill complex
operation located in Gouverneur, St. Lawrence County. The mine has been closed since 2008. NZ would purchase
SLZC, which would in turn purchase, refurbish, open and operate the mine, assuming favorable economics.

The request of 8,100 kW is based on historical usage from the time the mine was last in production.
According to the applicant, the cost of electricity as a percentage of production cost is 10-15%.
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If mining operations resume, the applicant has determined that the mine and mill will produce
approximately 70,000 tons of zinc concentrate per year grading at 57% zinc (the only saleable material). The mine
has a projected life of 8-9 years.

The planisfor SLZC to invest $33.8 million in the mine, retain 8 employees who currently work on care
and maintenance of the facility, and hire 100 new employees during the first two years of the reopening of the mine
and mill.

The investment breakout would be: $17.5 million purchase price; $12.8 million refurbishment and a $3.5
million exploration program to identify and expand current resource base at the mine. If the exploration program
shows positive results, it could mean more jobs, investment and an extension beyond the mine’slife. Thereisalso
an anticipated $31 million for sustaining capital expenses and major equipment rebuilds.

Current plans call for full production and operations to begin in November 2015, at 7 days per week, 24-
hours per day.

Thejob creation ratio for arecommended amount of 4,000 kW is 25 new jobs per MW. Theratio isbelow
the historic four-year average of 27 new jobs per MW for al hydropower allocation awards and equal to the 25 new
jobs per MW when compared with PP awards during the past 10 years. Thetotal project investment of $33.8
million resultsin a capital investment ratio of $8.45 million per MW. Thisratio is below the four-year historic
average of $24.9 million per MW for al hydropower allocation awards, but above the $5 million per MW when
compared with PP awards.

Staff recommends that an allocation of 4,000 kW of PP be awarded to SLZC for aterm of seven yearsin
return for an investment of $33.8 million, retention of eight jobs and the creation of 100 new jobs as detailed in
Exhibits ‘5b-A’ and ‘5b-A-1.

Contract Information

The Authority isin the process of discussing a proposed hydropower sales contract with SLZC and
anticipates receiving customer approval of a contract substantially similar to the form attached as Exhibit ‘5b-B.’
Accordingly, the Trustees are requested to authorize a public hearing pursuant to PAL 81009 on the contract form
attached as Exhibit ‘5b-B.’

Asrequired by PAL 81009, when the Authority believesit has reached agreement with its prospective co-
party on acontract for the sale of PP, it will transmit the proposed form of contract to the Governor and other elected
officials, and hold a public hearing on the contract. At least 30-days' notice of the hearing must be given by
publication once in each week during such period in each of six selected newspapers. Following the public hearing,
the form of contract may be modified, if advisable. Upon approval of the final proposed contract by the Authority,
the Authority must ‘report’ the proposed contract, along with its recommendations and the public hearing records, to
the Governor and other elected officials. Upon approval by the Governor, the Authority may execute the contract.

The general form of the proposed contract is consistent with recently approved contracts for the sale of
Preservation Power. The proposed form of contract includes provisions for direct billing of all production charges
(i.e., demand and energy) as well asall New Y ork Independent System Operator, Inc. (‘NYISO’) charges, plus taxes
or any other required assessments, all as set forth in the Authority’s Service Tariff No. 10. The proposed form of
contract would also include (i) commercially reasonable provisions relating to financial security to reflect adirect
billing arrangement between the Authority and its hydropower business customers, and (ii) provisions authorizing
data transfers and addressing other utility-driven requirements which are necessary for efficient program
implementation. Such provisions have been used in other Authority contracts forms, including the Authority’s RNY
Power program contracts.

Asistypical, the provision of electric service for this hydropower allocation is subject to enforceable
employment and usage commitments. The standard contract form includes annual job reporting requirements and a
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job compliance threshold of 90%. Should SLZC's reported jobs, or its energy usage, fall below a specified
compliance threshold, the Authority has the right to reduce the allocation as provided for in the contract.

The recommended allocation would be sold to SLZC pursuant to the Authority’s Service Tariff No. 10,
also included in Exhibit ‘5b-B.” Transmission and delivery service would be provided by National Grid in

accordance with its Public Service Commission-filed service tariffs.

RECOMMENDATION

The Vice President — Marketing recommends that the Trustees approve the allocation of 4,000 kW of
Preservation Power to St. Lawrence Zinc Company for the reasons discussed above and in attached Exhibits ‘5b-A’
and ‘5b-A-1.

The Trustees are al so requested to authorize the Corporate Secretary to convene a public hearing on the
form of the proposed contract finally negotiated with St. Lawrence Zinc Company, the current form of whichis
attached as Exhibit ‘5b-B,” and transmit copies of the proposed form of contract to the Governor and legidative
leaders pursuant to PAL §10009.

Staff will report to the Board of Trustees on the public hearing and the proposed final contract at a later
time and make additional recommendations regarding the proposed contract.

For the reasons stated, | recommend the approval of the above-requested action by adoption of the
resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was unanimously
adopted.

RESOLVED, That an allocation of 4,000 kilowatts of
Preservation Power to St. Lawrence Zinc Company, LLC
(“SLZC") be, and hereby is approved for the reasons detailed
in the attached report of the President and Chief Executive
Officer and Exhibits“5b-A" and “5b-A-1" thereto; and beit
further

RESOLVED, That the Trustees hereby authorize a
public hearing pursuant to Public AuthoritiesLaw (“PAL")
81009 on the terms of the proposed form of direct sale contract
for the sale of hydropower and energy finally negotiated with
SLZC (the“ Contract”), the current form of which is attached
as Exhibit “5b-B,” subject to rates previously approved by the
Trustees; and beit further

RESOLVED, That the Corporate Secretary be, and
hereby is, authorized to transmit copies of the proposed
Contract to the Governor, the Speaker of the Assembly, the
Minority Leader of the Assembly, the Chairman of the
Assembly Ways and M eans Committee, the Temporary
President of the Senate, the Minority Leader of the Senate and
the Chairman of the Senate Finance Committee pur suant to
PAL 81009; and beit further

RESOLVED, That the Corporate Secretary be, and
hereby is, authorized to arrange for the publication of a notice
of public hearing in six newspaper s throughout the State, in
accordance with the provisions of PAL 81009; and beit further
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RESOLVED, That the Chairman, the Vice Chair, the
President and Chief Executive Officer, the Chief Operating
Officer and all other officers of the Authority are, and each of
them hereby is, authorized on behalf of the Authority to do any
and all things, take any and all actions and execute and deliver
any and all agreements, certificates and other documentsto
effectuate the foregoing resolution, subject to the approval of
the form ther eof by the Executive Vice President and General
Counsal.
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c. Western New York Hydropower Allocations
and Notice of Public Hearing

The President and Chief Executive Officer submitted the following report:
“SUMMARY

The Trustees are requested to approve an allocation of 2,450 kilowatts (‘kW') of Replacement Power
(‘RP’) to WhiteRock Pigments, Inc. (‘WhiteRock’) for use at a facility located at 4000 River Road, Tonawanda
(Erie County), as further described herein and in Exhibits ‘5¢-A’ and ‘5¢-A-1." This alocation would support
capital expansion totaling approximately $130 million and the creation of 101 jobsin Western New York (‘“WNY").

The Trustees are al so requested to authorize a public hearing pursuant to Public Authorities Law (‘' PAL’)
81009 on the proposed direct sale contract for WhiteRock, the current form of which is attached as Exhibit ‘5¢-B.’

BACKGROUND

Under PAL §1005(13), the Authority may contract to allocate 250 megawatts (‘MW’) of firm hydroelectric
power as Expansion Power (‘EP’) and up to 445 MW of RP to businesses in the State located within 30 miles of the
Niagara Power Project, provided that the amount of power allocated to businesses in Chautauqua County on January
1, 1987 shall continue to be allocated in such county.

Each application for an alocation of EP and RP must be evaluated under criteria that include but need not
be limited to, those set forth in PAL §1005(13)(a), which details general eligibility requirements. Among the factors
to be considered when evaluating a request for an allocation of hydropower are the number of jobs created asa
result of the allocation; the business’ long-term commitment to the region as evidenced by the current and/or
planned capital investment in the business' facilitiesin the region; the ratio of the number of jobsto be created to the
amount of power requested; the types of jobs to be created, as measured by wage and benefit levels, security and
stability of employment, and the type and cost of buildings, equipment and facilities to be constructed, enlarged or
installed.

The Authority works closely with business associations, local distribution companies and economic
development entities to garner support for the projects to be recommended for allocations of Authority hydropower.
Discussions routinely occur with National Grid, Empire State Development (‘ESD’), the Buffalo Niagara Enterprise
and Niagara County Center for Economic Development (‘NCCED’) and Erie County Industrial Development
Agency (‘ECIDA’) to coordinate other economic development incentives that may help bring economic
development to New York State. Staff confers with these entities to help maximize the value of hydropower to
improve the economy of WNY and the State of New Y ork. Each organization has expressed support for today’s
recommended allocations.

DISCUSSION

Background

At thistime, 9,795 kW of unallocated EP and 30,963 kW of unallocated RP is available to be awarded to
businesses under the criteria set forth in PAL §1005(13)(a).

WhiteRock has submitted an application for hydropower requesting 3,472 kW in connection with a
proposed $130 million expansion project for the production of Titanium Dioxide (TiO2) pigment.

WhiteRock is based in Cleveland and owns the exclusive proprietary process rights to manufacture TiO2

pigment, which is employed to provide whiteness and opacity to products such as paints, plastics, papers, ink, foods,
medicines and toothpaste.
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WhiteRock islooking to construct a 140,000-square-foot new plant on 50 acres of aformer brownfield
property at 4000 River Road in Tonawandain Erie County. The company plansto invest $130 million ($85 million
for equipment, machinery and its installation) and create 101 new jobs within the first year of operation. Additional
state support includes $2 million under the Excelsior Tax Credit Program from ESD. Construction would begin
January 1, 2015 with operations projected to start in August 2016. The company plansto operate the facility with
three shifts.

WhiteRock is till considering Ohio, Kentucky and Tennessee as potential locations for this facility.
WhiteRock has had discussions with economic development interests in other statesincluding the Tennessee Valley
Authority and American Municipal Power, which is proposing sites along the Ohio River with extended electrical
contracts. The company is attempting to secure low-cost hydropower and other incentives to garner the financial
support needed to move forward with the property acquisition and ultimate construction of the new manufacturing
plantin WNY'.

Under the name Alsher Pigments, WhiteRock was awarded a 2,100 kW Recharge New York (‘RNY")
expansion allocation in December 2013 to support asmaller project. The company would agree to relinquish the
RNY allocation if it receives an RP allocation for this larger project.

Thejob creation ratio for the proposed allocation of 2,450 kW is 41 new jobs per MW. Thisratio iswell
above the historic average of 27 new jobs per MW based on allocations made over the past four years. The total
project investment of $130 million would result in a capital investment ratio of $53 million per MW. Thisratiois
above the four-year historic average of $24.9 million per MW.

Staff recommends that an allocation of 2,450 kW of RP be awarded to WhiteRock in support of an
investment of $130 million and the creation of 101 new jobs at its facility in Western New Y ork, as detailed in
Exhibits ‘5¢c-A’ and ‘5¢-A-1.

Contract Information

The Authority isin the process of discussing a proposed hydropower sales contract with WhiteRock and
anticipates receiving approval of a contract substantially similar to the form attached as Exhibit ‘5¢-B. Accordingly,
the Trustees are requested to authorize a public hearing pursuant to PAL 81009 on the contract form attached as
Exhibit ‘5¢-B.’

Asrequired by PAL 81009, when the Authority believesit has reached agreement with its prospective co-
party on a contract for the sale of EP or RP, it will transmit the proposed form of contract to the Governor and other
elected officials, and hold a public hearing on the contract. At least 30-days notice of the hearing must be given by
publication once in each week during such period in each of six selected newspapers. Following the public hearing,
the form of contract may be modified, if advisable. Staff will report to the Board of Trustees on the public hearing
and the proposed contract at alater time and make additional recommendations regarding the proposed contract.

Upon approval of the final proposed contract by the Authority, the Authority must ‘report’ the proposed
contract, along with its recommendations and the public hearing records, to the Governor and other elected officials.
Upon approval by the Governor, the Authority may execute the contract.

The general form of the proposed contract is consistent with recently-approved contracts for the sale of EP
and RP. Some pertinent provisions of the proposed form of the contract include the provision for direct billing of all
production charges (i.e., demand and energy) as well asall New Y ork Independent System Operator, Inc. (‘NYI1SO’)
charges, plus taxes or any other required assessments, as set forth in the Authority’s Service Tariff No. WNY-1.

The proposed form of the contract would aso include (i) commercialy reasonable provisions relating to financial
security to reflect a direct billing arrangement between the Authority and its EP/RP customers, and (ii) provisions
authorizing data transfers and addressing other utility-driven requirements which are necessary for efficient program
implementation. Such provisions have been used in other Authority contracts forms, including the Authority’s
Recharge New Y ork Power Program contracts.
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The provision of electric service for al hydropower allocations are subject to enforceable employment and
usage commitments. The standard contract form includes annual job reporting requirements and a job compliance
threshold of 90%. Should actual jobs reported by any company receiving a hydropower allocation fall below the
compliance threshold, the Authority has the right to reduce the allocation on a pro-rata basis as provided for in the
contract.

The recommended allocations would be sold pursuant to the Authority’s Service Tariff No. WNY -1, which
appliesto all allocations of EP and RP. Transmission and delivery service would be provided by National Grid or
New York State Electric & Gasin accordance with its Public Service Commission-filed service tariffs.

RECOMMENDATION

The Vice President, Marketing recommends that the Trustees approve a 2,450 kW allocation of
Replacement Power to WhiteRock Pigments, Inc. as further described herein and in Exhibits ‘5¢c-A’ and ‘5¢-A-1.

The Trustees are al so requested to authorize the Corporate Secretary to convene a public hearing on the
form of the proposed contract finally negotiated with WhiteRock, the current form of which is attached as Exhibit
‘5¢-B’ and transmit copies of the proposed form of contract to the Governor and legidative leaders pursuant to PAL
§1009.

For the reasons stated, | recommend the approval of the above-requested action by adoption of the
resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer was unanimously
adopted.

RESOLVED, That a 2,450 kW allocation of
Replacement Power (“RP”) to WhiteRock Pigments, Inc.
(‘WhiteRock’), asdetailed in the foregoing report of the
President and Chief Executive Officer and Exhibits“5c-A” and
“5¢-A-1" be, and hereby is, approved on theterms set forth in
thereport of the President and Chief Executive Officer; and be
it further

RESOLVED, That the Trustees hereby authorize a
public hearing pursuant to Public AuthoritiesLaw (“PAL")
81009 on the terms of the proposed form of the direct sale
contract for the sale of Replacement Power finally negotiated
with WhiteRock (the* Contract”), the current form of which is
attached as Exhibit “5¢-B,” subject to rates previousy
approved by the Trustees; and beit further

RESOLVED, That the Corporate Secretary be, and
hereby is, authorized to transmit a copy of the proposed
Contract to the Governor, the Speaker of the Assembly, the
Minority Leader of the Assembly, the Chairman of the
Assembly Ways and M eans Committee, the Temporary
President of the Senate, the Minority Leader of the Senate and
the Chairman of the Senate Finance Committee pursuant to
PAL 81009; and beit further

RESOLVED, That the Corporate Secretary be, and
hereby is, authorized to arrange for the publication of a notice
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of public hearing in six newspaper s throughout the State, in
accordance with the provisions of PAL §1009; and beit further

RESOLVED, That the Chairman, the Vice Chair, the
President and Chief Executive Officer, the Chief Operating
Officer and all other officers of the Authority are, and each of
them hereby is, authorized on behalf of the Authority to do any
and all things, take any and all actions and execute and deliver
any and all agreements, certificates and other documentsto
effectuate the foregoing resolution, subject to the approval of
the form ther eof by the Executive Vice President and General
Counsal.
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6. POWER PROCEEDS:

Award of Fund Benefits from the Western New York
Economic Development Fund Recommended by the
Western New Y ork Power Proceeds Allocation Board

The President and Chief Executive Officer submitted the following report:
“SUMMARY

The Trustees are requested to accept the recommendation of the Western New Y ork Power Proceeds
Allocation Board (‘WNYPPAB’) and make an award of Fund Benefits from the Western New Y ork Economic
Development Fund to 43North, LLC, the eligible applicant listed in Exhibit ‘6-A,” in the amount indicated, and
authorize the other actions described herein with respect to such applicant and recommended award.

BACKGROUND

1. Western New Y ork Power Proceeds Allocation Act

On March 30, 2012, Governor Cuomo signed into law the Western New Y ork Power Proceeds Allocation
Act (the‘Act’). The Act providesfor the creation, by the Authority, of the Western New Y ork Economic
Development Fund. The Fund consists of the aggregate excess of revenues received by the Authority from the sale
of Expansion Power (‘EP’) and Replacement Power (‘RP’) produced at the Niagara Power Project that was sold in
the wholesale energy market over what revenues would have been received had such energy been sold on afirm
basisto an eligible EP or RP customer under the applicable tariff or contract.

Under the Act, an ‘eligible applicant’ is a private business, including a not-for-profit corporation. ‘Eligible
projects’ is defined to mean ‘ economic development projects by eligible applicants that are physically located within
the State of New Y ork within athirty-mile radius of the Niagara power project located in Lewiston, New Y ork that
will support the growth of business in the state and thereby lead to the creation or maintenance of jobs and tax
revenues for the state and local governments.” Eligible projectsinclude, for example, capital investmentsin
buildings, equipment, and associated infrastructure owned by an eligible applicant for fund benefits; transportation
projects under state or federally approved plans; the acquisition of land needed for infrastructure; research and
development where the results of such research and development will directly benefit New Y ork state; support for
tourism and marketing and advertising efforts for western New Y ork state tourism and business; and energy-related
projects.

Eligible projects do not include public interest advertising or advocacy; lobbying; the support or opposition
of any candidate for public office; the support or opposition to any public issue; legal fees related to litigation of any
kind; expenses related to administrative proceedings before state or local agencies; or retail businesses as defined by
the board, including without limitation, sports venues, gaming and gambling or entertainment-related
establishments, residential properties, or places of overnight accommodation.

Fund Benefits have been provided to successful eligible applicantsin the form of grants. It is anticipated
that Fund Benefits will be disbursed as reimbursement for expenses incurred by an Eligible Applicant for an Eligible
Project.

At least 15% percent of Fund Benefits must be dedicated to eligible projects which are ‘ energy-related
projects, programs and services,” which is ‘energy efficiency projects and services, clean energy technology projects
and services, and high performance and sustainable building programs and services, and the construction,
installation and/or operation of facilities or equipment done in connection with any such projects, programs or
services.’

Allocations of Fund Benefits may only be made on the basis of moneys that have been deposited in the
Fund. No award may encumber future funds that have been received but not deposited in the Fund.
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2. Western New Y ork Power Proceeds Allocation Board

Under the Act, the WNY PPAB is charged with soliciting applications for Fund Benefits, reviewing
applications, making eligibility determinations, and eval uating the merits of applications for Fund Benefits.
WNY PPAB uses the criteria applicable to EP, RP and PP, and for revitalization of industry as provided in Public
Authorities Law 81005. Additionally, WNY PPAB is authorized to consider the extent to which an award of Fund
Benefitsis consistent with the strategies and priorities of the Regional Economic Development Council having
responsibility for the region in which an eligible project is proposed. A copy of these criteria (collectively,
‘Program Criteria’), adapted from WNY PPAB’s ‘ Procedures for the Review of Applications for Fund Benefits,” is
attached as Exhibit ‘6-B.’

The WNY PPAB met on March 4, 2013 and, in accordance with the Act, adopted by-laws, operating
procedures, guidelines related to the application, and aform of application. At that time, WNY PPAB defined ‘retail
business’ to mean abusiness that is primarily used in making retail sales of goods or servicesto customers who
personally visit such facilities to obtain goods or services.

WNY PPAB also designated the Western New Y ork Regional Director of Empire State Development
Corporation (‘ESD’) to be its designee (‘ Designee’) to act on its behalf on all administrative matters. Among other
things, the Designee was authorized to preform analyses of the applications for Fund Benefits and make
recommendations to WNY PPAB on the applications.

Under the Act, arecommendation for Fund Benefits by WNY PPAB is a prerequisite to an award of Fund
Benefits by the Authority, and the Act authorizes the Authority to award Fund Benefits to an applicant upon a
recommendation of the WNY PPAB. Upon a showing of good cause, the Authority has discretion as to whether to
adopt the WNY PPAB’ s recommendation, or to award benefitsin a different amount or on different terms and
conditions than proposed by the WNY PPAB. In addition, the Authority is authorized to include within the contract
covering an award (‘ Award Contract’) such other terms and conditions the Authority deems appropriate.

3. Application Process

In an effort to provide for the efficient review of applications and disbursement of Fund Benefits, the
WNY PPAB established a schedule of dates through the end of 2015 on which the WNY PPAB would meet to
consider applications. At thistime, applications are being accepted on arolling basis. In addition, the application
process was promoted through a media release and with assistance from state and local entities, including the
Western New Y ork and Finger Lakes Regional Economic Development Councils, the Empire State Devel opment
Corporation and other local and regional economic development organizations within the State. A webpage was
created that is hosted on WWW.NY PA.GOV/WNY PPAB with application instructions, alink to the approved
application form and other program details including a contact phone number and email address staffed by the
Western New Y ork Empire State Development regional office.

DISCUSSION

For this ninth round of WNY PPAB action, the WNY PPAB considered one application from 43North, LLC
seeking $6 million in Fund Benefits. WNY PPAB’s staff analyzed the application and made a recommendation to
WNY PPAB concerning the application based on eligibility requirements and Program Criteria. A copy of the
recommendation from staff to the WNY PPAB regarding the proposed award of Fund Benefitsis attached as Exhibit
‘6-C." The application itself has also been made available to the Board for review.
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At its December 3, 2014 meeting, the WNY PPAB took the following actions on applications for Fund
Benefits:

1. Recommendation for Award of Fund Benefits

The WNY PPAB isrecommending to the Trustees that the application listed on Exhibit ‘6-A’ receive an
award of Fund Benefitsin the amount indicated (up to $6,000,000). The applicant has indicated that the proposed
project would directly create or retain approximately five jobsin Western New Y ork. The creation of additional
jobs would depend on the outcome of the project, which is a business idea competition. The total to be expended on
the proposed project is expected to be approximately $7 million. This recommendation is presently before the
Trustees for consideration.

Given the nascent stage of the proposed project, it was not possible at thistime to identify all of the terms
and conditions that would be applicable to each award and memorialized in an Award Contract. With the Trustees
authorization, it is anticipated that the Authority, in consultation with ESD, will negotiate final terms and conditions
with successful applicants after receipt of more detailed information concerning the projects and proposed
schedules. In addition to appropriate business terms, staff anticipates that Award Contract will contain provisions
for periodic audits of the successful applicant for the purpose of determining contract and program compliance and,
where appropriate, terms providing for the partial or complete recapture of Fund Benefits disbursementsif the
applicant fails to maintain agreed-upon commitments, relating to, among other things, employment levels and/or
project element due dates.

RECOMMENDATION

The Vice President, Marketing recommends that:

(1) the Trustees accept the recommendation of the Western New Y ork Power Proceeds Allocation Board
(‘WNYPPAB’) and make an award of Fund Benefits to the applicant, 43North, LLC, in the amount
identified in Exhibit ‘6-A," conditioned upon an agreement to be negotiated with the applicant on the
final terms and conditions that would be applicable to the award to be contained in an Award Contract
approved by the President and Chief Executive Officer and approved by the Executive Vice President
and Genera Counsel asto form;

(2) the Senior Vice President — Economic Development and Energy Efficiency, or his designee(s), in
consultation with Empire State Development Corporation (‘ESD’), be authorized to negotiate with the
applicant concerning such final terms and conditions that will be applicable to the award,;

(3) the Senior Vice President — Economic Development and Energy Efficiency, or his designee, be
authorized to execute on behalf of the Authority an Award Contract for the award listed in Exhibit ‘6-
A’ subject to the forgoing conditions; and

For the reasons stated, | recommend the approval of the above-requested actions by adoption of the
resolution below.”

The following resolution, as submitted by the President and Chief Executive Officer, was unanimously
adopted.

WHEREAS, the Western New York Power Proceeds
Allocation Board (“WNY PPAB") hasrecommended that the
Authority make an award of Fund Benefits from the Western
New Y ork Economic Development Fund (“Fund”) to the
eligible applicant listed in Exhibit “6-A";
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NOW THEREFORE BE IT RESOLVED, That the
Authority hereby acceptsthe recommendation of the
WNYPPAB and authorizesthe award of Fund Benefitsto the
applicant and in the amount listed in Exhibit “6-A” (i.e., up to
$6,000,000), conditioned upon an agr eement between the
Authority and the applicant on the final termsand conditions
that would be applicable to the award and set forth in a
written award contract (“ Award Contract”) between the
Authority and the applicant approved by the President and
Chief Executive Officer and approved by the Executive Vice
President and General Counsel asto form; and beit further

RESOLVED, That the Senior Vice President —
Economic Development and Ener gy Efficiency, or his
designee, in consultation with the Empire State Development
Corporation, isauthorized to negotiate with the applicant
concer ning such final terms and conditionsthat will be
applicableto the award; and beit further

RESOLVED, That the Senior Vice President —
Economic Development and Ener gy Efficiency, or his
designee, isauthorized to execute on behalf of the Authority an
Award Contract for the award listed on Exhibit “6-A” subject
to the foregoing conditions; and beit further

RESOLVED, That the Chairman, the Vice Chair, the
President and Chief Executive Officer, the Chief Operating
Officer and all other officers of the Authority are, and each of
them hereby is, authorized on behalf of the Authority to do any
and all things, take any and all actions and execute and deliver
any and all agreements, certificates and other documentsto
effectuate the foregoing resolution, subject to the approval of
the form ther eof by the Executive Vice President and General
Counsal.
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INFORMATIONAL ITEM:

Strategic I nitiative Business Plan: Workfor ce Planning

Ms. Karina Saslow presented highlights of the Authority’s Workforce Planning Strategic I nitiative
to the Trustees. Ms. Sadlow said the Workforce Planning initiative was designed to support the
successful implementation of the other initiatives and secure the ongoing operation of the Authority in a
rapidly changing marketplace. She said theterm “ Workforce” includes union and non-union staff as
well as consultants, contractors and outsourcing. She discussed the Key Drivers of Workforce Planning;
Workforce Planning Maturity; Workforce Planning Governance; and the Benefit-Cost Ratio of
Workforce Planning. (Exhibit “7-A")

Responding to a question from Chairman Koelmel, Mr. Lurie said the Workforce Planning
initiative is critical to the implementation of the other initiatives. From a business standpoint, the
Authority has a high level of employee engagement centered on its current and historical mission; going
forward, the Authority will expand its mission and it will require not only new skills but new ways of
doing business to make sure that the Authority continues to be engaged as its mission changes over time.
For example, with the Smart G& T initiative there is greater emphasis on new technology and
understanding how data center and controlswill need to be integrated and invented in order to make the
Authority’ stransmission and generation system more efficient given future challenges. Based on this,
the Authority will need new technology skills and be able to work with other organizationsto fulfill its
mission. Another exampleis, with regard to Customer Energy Solutions the Authority will need to
expand its current business model from mainly project managers and engineersto more business
development and partnership creation with other energy services and technology providers. Recruiting
those kinds of skillsis going to be challenging; training and maintaining those employee engagements
over timewill also be challenging. Mr. Lurie ended by reiterating that the Workforce Planning Strategic

Initiative is a foundational initiative to ensure the success of the other initiatives.
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RETIREMENT RESOLUTIONS:

Upon motion made and seconded the following resol utions were unanimously adopted by the Trustees:
a. Lynn Hait

Mr. Joseph Kesser made a presentation of the Retirement Resolution to Mr. Lynn Hait.
(Exhibit “8-A"). Hehighlighted Mr. Hait's career at the Power Authority saying that Mr. Hait started
as a Janitor at the Blenheim-Gilboa Power Project, and he is now retiring as the Regional Manager for
the Central Region, 30 yearslater. Among other things, Mr. Hait played an integral part in the Project’s
Succession Planning effort; guided project staff through tropical stormsIrene and Leeg; started the
relicensing of the Project and guided the organization on theright path. He continued that, on a
personal level, Mr. Hair provided mentorship to him, aswell as other staff members. He ended by
saying that it is a bittersweet moment, congratulated Mr. Hait on hisretirement, and expressed best

wishesto hiswife, Terry, children and grandchildren for health and happinessin the future.

b. Michael Huvane

Mr. James Pasquale made a presentation of the Retirement Resolution to Mr. Michael Huvane.
(Exhibit “8-B”). Hethen provided highlights of Mr. Huvane's career at the Power Authority. He said
Mr. Huvane held various positionsin hismore than 33 years of service. He started asa clerk in the
Billing Department and moved to what would become the Marketing Department. He was one of the
founding members, helped put the Department together, isthe last of the original staff, and isretiring as
the Department’s Vice President. He said that the Authority islosing someone who has worked tirelessly
on economic development projects and who was instrumental in the success of the Power for Jobs and
Recharge New York Programs. He said further, the Board has seen first-hand what Michael has meant
to the Authority through hisleadership and presentation of items on Economic Development allocations
and Power Proceeds awards. Over hiscareer, he hasformed strong relationships with the Authority’s
customers and other economic development agencies. He continued that Michael has worked very hard
in parting his knowledge to staff so that the Marketing Department can continue to have a first-class
Economic Development team. He ended by wishing Mr. Huvane all the best during his retirement.

Mr. Huvane said he enjoyed his career at the Authority and also nurturing the next generation of |eaders.
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c. John Suloway

Ms. Jill Anderson made a presentation of the Retirement Resolution to Mr. John Suloway,
(Exhibit “8-B"), and made the following remarks:
“John Suloway, our Vice President Project Development and Licensing, will retire
later this month after an extraordinary career of 32 years at the Authority.

Thanks to John’s legendary work ethic, his superior organizational and
interpersonal skills, his unfailing optimism and his solid grasp of the licensing
process, he'sleft an enduring stamp on the New York State electric system. And,
he' s been a major force for progressin the hydroelectric power industry
nationwide through hiswork as a President and Board member of the National
Hydropower Association and in other capacities.

John’s had many successes at NYPA--but none greater than hisvital role
in securing our new 50-year federal license for the St. Lawrence-FDR hydro
project. Hewas at the forefront in developing and carrying out a landmark
process providing for early and extensive participation by various parties. And
then--amid considerable acrimony and discord-- he exhibited the patience,
understanding and respect for opposing views that proved critical in producing a
Comprehensive Settlement Agreement that led to the new license.

These qualities were again on full display in hiswork on licensing and
construction of the urgently needed Tri-Lakestransmission linein the
Adirondacks.

More recently, John hastaken the lead in the difficult negotiations related to a
10-year review of our St. Lawrence relicensing commitments. And he's been
directing our effortsto win regulatory approval for future transmission projects
and to obtain a new federal license at Blenheim-Gilboa. His already substantial

legacy only promises to keep growing.
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Mr. Chairman and Trustees, you have before you a proposed resolution
summarizing John’s many accomplishments; conveying your thanksto him; and
wishing him, hiswife, Monica, and their family many years of health, happiness
and continuing fulfillment.” On behalf of John’s many colleagues and friends |
would like to congratulate him on hisincredible career.”

Chairman Koelmel said on behalf of the Board and the organization he thanked Lynn, Michael and John for
their many contributions to the Authority and wished them much success in the future.
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9. Video Presentation: 2014 Year In Review

Ms. Jill Anderson introduced the Year in Review video presentation. She said in 2014 the Authority
started a major effort to improve itsinternal communications at all levels throughout the Authority, with the view
that its employees should be aware of Authority’s activities at its facilities around the state. The video
presentation summarizes some of those events such asthe: “ All-Hands’ meetings and employee breakfast with
President Quiniones; World Heritage event; Veterans Day Celebration; launch of the “Women in Power”
initiative; social media and safety events. She continued that the video also conveys what the Authority is doing
for communities around the state, not just in providing low-cost power, but also in the events that it hosts and
which has become highlights throughout the seasons. She ended by saying that the video will highlight all the
successes the Authority had during the year and the enjoyment that the employees and communities had during

that time.
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10. M otion to Conduct an Executive Session

Mr. Chairman, | move that the Authority conduct an executive session pursuant to the Public Officers
Law of the State of New York section 8105 to discuss an ongoing investigation, contract negotiations, labor
negotiations, and matters leading to the promotion or demotion of a particular person. Upon motion made and

seconded an Executive Session was held.
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11. M otion to Resume M eeting in Open Session

Mr. Chairman, | move to resume the meeting in Open Session.  Upon motion made and seconded, the

meeting resumed in Open Session.
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12. Next M eeting

The Regular Meeting of the Trustees will be held on January 27, 2015 at the Clarence D. Rappleyea
Building, White Plains, New Y ork, unless otherwise designated by the Chairman with the concurrence of the

Trustees.
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Closing

Upon motion made and seconded, the meeting was adjourned by the Chairman at approximately 1:00 p.m.

e iy =Y

Karen Delince
Corporate Secretary
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